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[Hs PENSION book fi fills a real need. It brings up ‘to. date md’ a ees EEE | 
enlarges the scope of,our prévious publication on pensions, “Your 8 © * 
4 _ Pension Problems—How To Solve Them” by Dr. Ellis Johnson: ee a 
. aces eee eee ie. | — 
oe pensions, They have given pension advice to thousands of row - ‘Sy we 
; | + Through their writings and lectures; they have clarified for teach tee 
_° Many technical features of the Retirement Law. Their knowledge eg a eee ay 
te 4 ‘and experience give added assurance to the reader concerning the 5 
ee Gee ie _ accuracy of the information presented in the book. 
ee . + The explanations throughout the book are clear and concise. 
_ The tables will enable the teacher to make his own calculations. ee 
. Many of the tables have never before appeared in any publication. = ge 
_ To give meaning to the explanations and the: tables, the | authors ’ as 
_ indude many illustrations throughout the book. . 


‘The United Federation of Teachers takes pride in y offering. . fe ee 
- this book. to the teachers of the. City. We are deeply appreciative 
" of the: task. “performed by the authors in preparing this outstanding © 
work. We are most grateful to them—all members of the United = =. Te me 
_ Federation of Teachers and former chairmen of its Pension Com- ee ee - 


| :7 PS | ~ mittee—Dr. Louis A. Goldman, Dr. Ellis Johnson and Mr. David . 
b Mz , Wittes. ° , 
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Ts CHIEF objectives of this book are to ihe the Soild a 3 - 
benefits provided by the Teachers’ Retirement System and enable : 


the teacher to calculate the amount of his‘ rétirement. owance 


under the yarious retirement plans available to him. It will also | 
show how to calculate the amounts that beneficiaries will receive oe 
-- when the teacher dies either before or after retirement. In addition, . | 


several topics related to a teacher’s retirement, such as Social Security 
and taxes, are explained and illustrated. 


- The book ' contains. much information which, it is hoped, will 


“is ‘useful for the younger teachers, as well as for those with many 

" years of teaching experience. There are included explanations of — 
recent. changes ‘affecting members of the Retirement System, such 
as the “Death Gamble” law, the “Saypol” decision, the liberalized 
_ loan privilege, and the five-percent contributions by the city to provide _ 


teachers with increased take-home pay. To enable the teacher to 


_.make the. desired calculations, «extensive tables applicuvie to all 


teachers in New York City are given. Illustrations, carefully choven, 
make clear to the reader how the tables are applied. - | 


We are indeed grateful to many friends and colleagues in 


“the pension field for their a and assistance in the a: 
of this work, ist. 


Our labors will be amply rewarded if this book will prove helpful 
to our fellow teachers. 
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Reg ewe, fs a -Etus JoHnson _ 
pe pe tee ee a Davo M. Wrrres 
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__ TRE TEACHERS’. Retirement System of the City of NewYork - ° $. 
ce, ‘inadequate New York City Teachers’ Retirément Fund. The present. 3. i. 
__,, Retirement, System is operated on‘a reserve basis. Both the city and-- = ts 

_ the teachers contribute regularly toward future retirement allowances ss 

_.- to teachers and death benefits ‘to the beneficiaries. The assets: Ofthe 


_ 
Oe 


* 
See Serta RnR AS ANG easiest OCD sid bens tedas 5 . i : 
. 3 


| | ___ System, are now one and one-quarter billion dollars,’ *- of, ae ee, 
eo ae es _ . The ineéme which the retired teacher receives from the Retiree 2 - 
“3°. ment System. is called his RETIREMENT ALLOWANCE. The retirement —_ 
- allowance’ consists of two, distinct parts: —_ 46 we | eg? ae 
. (1). a PENSION derived from the contributions by the city, and = i 
wt, (2)° an ANNUITY resulting from the contributions by the teacher. oe ee ee 
+. Until July 1960, the teachers and the city were expected to — | 
' contribute approximately equal arfidunts. However, since July 1960, = 8 © | 3 > fae o4 
.. the city ‘has assumed the payment of a part of the teacher’s contribu. ee ar 
"tions, Alt present, when a. teacher’s normal contribution is, say, 12% © _ oe ee ee. 
. . OF his salary, the city will pay 5% of the salary for him; the teacher 3” a. See 
>. ‘need.pay only 7%. In the case of a teacher whose normal rate‘is 9%, -' fae So 
, | (the teacher need: only, pay 4% of his salary; the city will payy5% = = bo 
_ » -» for him. In ‘general, whatever the teacher's normal rate of,contribu-. © i ; 
. tion, his actual rate will-be less by 5% of the salary. The city:will pay , — 4 
- the 576\The city -pays this in addition to the normal rate that the (itis 
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the 
ww 
chee spirahlnt blot Stale sgh 3 ttt inca mtoan toed brits cnet anribim tant ame. SRLS 
; : “e 4 “ : 2 aa : . : 
. ia ‘ et . * 


' . . ity has -béen contributing. eS as | vo 
__..In effect, then, the pension part’ of the teacher’s retirement. 
__ allowance now conzsists of two separateamounts: (a) a normal pension - 
_.Fesulting from the normal contributions of the city and: (b) a 
| Special’ pension from the additional 5% contribution. by the city, 
' explaihed above. These two amounts, the normal pension and the = sg. 
~ special pension, constitute the pension part of the teacher’s retire- #8. @& 
~mentallowance, f 
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7 ue ELIGIBILITY FOR RETIREMENT | | | 
| _ Regular service retirement. There are ‘two. general plans of. = 
a re a _ service retirement: : | - i a | 
Bee I) A teacher i is eligible for service retirement ‘ilies he has oe ee 
= acquired a total service credit of 35 years or - when he has reached 
age 65, whichever comes first. De ee ee! 
+ (2) Under a law enacted in’ 1959, a teacher may elect to 8 ee ae a 
., retire for service if he has reached age 55 and has completed 30 years be RT ae 
* .of service. This plan requires higher rates of contribution by the fe ee ee 
a. _ teacher and the city than does the other plan. ee ek ae 
6 z ee Ue A teacher under either | plan may, if he wishes, continue in 
service until the end of the school year.August 31st) in which he 
_ reaches age 70; retirement ‘is ‘mandatory on. _ the — day, 
: September first. | 
Demand Retirement. A ide may retire Son ioe - after a 
he has completed 30 ‘years of service, even if his age is below 55... 
_: . However, “demand” retirement yields. a much lower retirement _ 
a allowance than retirement after 30 years if one has reached age 55. 
| Veterans’ retirement. A war veteran with 25 years of credited 
service may elect to retire at age 50, provided he makes a lump sum ' 
_ payment at retirement. The fump sum required in practically every 
case is so large that very few teachers have been able to avail them- , 
selves of this provision of the retirement law. 7 
” | Disability retirement. A teacher is eligible for disability retire- — 
~ > ment when he has completed ten years of city service, provided he 
+ “is found to be — or — 7 of —w his | 
| school duties. . 


i ~ PROVISION FOR BENEFICIARIES | : 
| - . When a teacher retires, in ‘for service or for | 
Os he may provide that, upon his death, certain benefits shall be paid 
to his beneficiaries. Making provision for beneficiaries at the time — 
of retirement is known as selecting an option. ‘There are several __ 
_ different options available. Some of the options are relatively in- 
"expensive to the teacher; some are quite costly. It is important to 
_ note that, while the teacher may provide for his dependents or other — 
_ beneficiaries, he does so by reducing - own ‘maximum. retirement — | 
allowance... oe 
dp The law also provides for payments to beneficiaries when a . 
os fb °° teacher’ dies BEFORE he has retired. ‘We must t distinguish these ‘two 
byeidg = “Gai, Q* situations: gt 7 
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| Situation A "When the teacher dies BEFORE the has eee 
"digit for service retirement.. 


: | : ci 7 , Situation B: When the teacher dies AFTER “he has ome 


eligible for service retirement and BEFORE he has actually retired. 
‘What is the difference i in benefits under Stemttion A as compared. 
with Situation B?- 
‘In either ‘case ( A. or B), the teacher’ own ‘contributions (with 


4 oe | — a | _-interest) are paid to-the beneficiari 


e ‘The difference between A: cae B ‘is in the -Death Benefit that | 


a | . a is paid from city funds to the beneficiaries. ‘The Death Benefit under 


Situation B is much more generous than under Situation A, 
- ” When ‘the teacher: ‘dies BEFORE he becomes eligible for service 
. fetirement, the DEATH BENEFIT will generally vary between the salary . 
of the teacher for a half year and a full year, 
‘When the teacher dies AFTER he becomes. eligible for sites: 
‘retirement and BEFORE he has actually retired, the DEATH BENEFIT ™ 


: - BE le - willl rarely be less than two years’ salary and may be as high as 


- f : the teacher's salary for five years. In‘most cases, the DEATH BENEFIT | 
_ will approximate the salary for three to four years. 
A more detailed explanation of death benefits will be given in 
~ a later chapter. 
7 Similarly, other’ topics, briefly mentioned i in this chapter, will be 
-discused more oa. | 
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as | THE ANNUITY-SERVICE RETIREMENT 
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Fn ae © 4 Th PRINCIPAL question asked ey a ‘teacher ee 
oe eee retirement is, “How large will my. retirement allowance be?” 
2 ee ee We shall now explain how to determine this amount when a teacher 


a ea retires for service. © . 
ee OP We begin with the case where. no option is om that is, | 
4, Oe ee where no ‘provision. is made for beneficiaries ' upon the death of the 
| + * retired | teacher. If a teacher does not select an option he is said to 
fea. a ae _ retire on a MAXIMUM retirement allowance. Whether a teacher selects 
oH re an option or. not, the Actuary of the. Retirement System first cal- | 
o,f cullates the maximum pension and the maximum annuity. In later 
_ chapters, we shall show how to calculate the retirement allowance 
_ where the teacher chooses one of the various options available to him. 


= a re The retirement allowance, it will be recalled, consists of a pension 
(4, oe oe + from funds furnished by the city and an annuity from contributions 
Fie a Te, - by the teacher. The teacher’s contributions, with interest compounded 
"oso annually, are credited to his individual Annuity Account at the. 
Yee ee. oat Retirement Office: ‘We shall first indicate how to. calculate the 
Be er Rend part of the maximum retirement allowance. sd 


THE ANNUITY. TABLE 


ted The annuity depends upon the. amount in n the teacher’s nae | 
a ae oe fund, the age and sex of the teacher, and his date of :appointment to a 
2a. & Pals. the city. school system or the municipal colleges. Table 1 gives the. 
2 See a a annuity for each dollar if a teacher’s annuity fund at the: time of 
a ee oe service retirement. Tiis table will enable every appointed teacher 
i eee a A oe determine the annuity part of his. maximum ‘retirement. allowance. ee ‘a 
of «2 403, - | ‘The need for three sets of —- in Table. 1 is plained later i in this Se. oe ae, ae 
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. TABLE t. 
ANNUITY PER DOLLAR IN ANNUITY FUNDS 
Service Reticoment | | 





ee 3, — TAME IA. TAME NB TABLE. Ic Age 3 
pn BB Ee Teacher Appt'd _ Teacher Appt'd Teacher Appt'd at 

a MB ge a os Sept. 1943 | After Aug. 1943 & — Aftér. June 1947 Ret. sO | 
ee os 2k te - | Before July 19470 | aw 
Woman — Man ‘ * Wotnan 


: Man Woman - Man 
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- 50765 


0782 


0800 
0819 


0839 


> 086I 
+ 0604 
“0909. 
a “0935 - 
0963 


0993 


— 1060. 
1096 . 
E136 | 
178 
4224, 

1325 


442 


1242 


| Proceed as follows: 


Find the amount in your. a annui 
@) Note the final balance 
, your annuity 


ment Office. 


To the final balance in (a) ‘hdd interest thereon at ‘the. 
per year if you were appointed before July, — | 
1947) from-the date 
month of retirement. - | 
_ you for retirement a 


rate of 4% per 
-. 1947 (3%, 
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0695 


0709 ~ 
- 0724 . 
0741 
. 0758 


{ 
0796 


0817 


0943 


0974 


1007 


1042 


1079 


- t20 
1163 


 , 08639 
0862 
_ + 0887— 
, 0914 © 


1209 | 


(1259 


— 0645 


: 0656 “a 
0668. 
a) 


0709 


(0724 | 


0741 
0758 


0776 .- 
. 0796 
0817 | 


0839 


0862. 
0887 
0914 

. 0943. 


0974 
1007 


1079 


1120 
. ; ant 


| if appointed after June, 
.. Of the statement to the first day of the 
© Also. add actual contsbutions made 
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0584 


0596 | 
0609 - 

_ 0623 
£0637 


.0653 
0669 
0686 
0705 


0724 


0745 


0767 
079 
0816 


+1. 


607 
«Sl 


ps .§2 


55 
57 


6. 
63 
465 


67 
69 


70 


71 


ity f 1d a5 of the date of retirement _ 
€n in the annual statement of _ 
fund th that you last received from the Retire- © 
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- purposes from the date of the annuity statement: in (a). > 
_ to the date of retirement. (This may usually be ascertained st 
by noting the amount in the “Pension” colimn of the 8 sit 
Stub accompanying your monthly check.) The intereston 
_"..-. these contributions may be disregarded. ae @: - 
2. Find your age to your nearest birthday at the date of retirement. a ae 
| , 3. Multiply the amount in your annuity fund at date of retirement  |§=§ 8 | | 
.\ *._ by the decimal shown in the appropriate column of Table 1. .  . | | | 
os Make sure you use Table 1A or 1B or 1C, €orresponding to your ae 
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a7 7 " ae . original date of appointment. | oo 
oo ee, ee ee Example 1: Miss A, appointed in (1920, retires for service =e oe 
os 8 at age 60. The balance in her annuity fund at the,time of retirement ae 
4... «i $30,000. How large will the annuity part of her retirement allow- st 
Ts ance beP so ec = oe a ae 
* . Since Miss A was appointed before September 1943, Table 1A tt 


: '-. is used. This table shows that a woman teacher of 60 will receive a ty oe 
i. a annuity-of §.0854 for each dollar.in her annuity fund. Hence, =~ 
od ee Miss A’s annuity will be $30,000 x .0854, or $2562 per year for life. - _.%° & oe 
_ .. ‘The city’s contributions will provide thé pension part of Miss “8 ae 
ioe Woe A retirement allowance. Together, the annuity and the pension | = 
|= comprise the teacher’s: maximum retirement allowance. - _ 
ie Example 2: Mr. B, appointed in 1945, expects to retire for 
| -* "service at age 65, Assume that his contributions with interest amount - os oe oe 
“yo ‘to $32,000. What will be the amount of the annuity part of Mr.B’s gs 
__. Mr. B was appointed after August 1943 and before July 1947. 
_ Hence, Table 1B must be used. This table shows that a male teacher, | 
age 65,: will receive $.1042 for each dollar in his annuity fund. Ac- 
’ cordingly, Mr. B’s annuity will amount to $32,000 x .1042, or about — 
|’ $3,334 annually for life. In addition, B will receive a pension from. | 
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StS : 7 A . s . 7 
ik tl rte pet pa tae 2a RET A AE rm gl ce Randy ee Mee ee a 
: “or 2 ‘ 
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_. the city. | > | 5 7 a 
oe, _,. ** Example'3:- Mrs. C, appointed in September 1947; plansto 
ae oe _ --—s- Ketire for service at age 55 when she will have completed 30 years =~ | a 
ef OF service. Assiiming that her annuity fund will be $33,000, how. = ee 
8 fe" Jatge an annuity will she receive??@ 
So TY Since“Mrs. C: was appointed after June 1947, we must use 
Sooty tee PS  s* “Dable 1C in order to calculate the annuity part of her retirement 
re a allowance. According to this table, a woman teacher retiring at age 
| — ; 58 willl receive $.0637 per year foreach dollar in her annuity fund. 
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8. Hence, Mrs. C’s annuity will be $33,000 x .0637, or about $2,102 — . 
~, 4, yearly for life. In addition, Mrs. C will receive a pention from the = st 
_. will be treated in the two chapters that follow, 
. . At this point, it is well to explain the need for the three separate — 
oe FT ees sss Begm 1917 t0°'1934; the Retirement Board calculated the annuity 
Ps prt of the retirement allowance on the basis of the mortality table. 
7. + adopted in 1917 with interest at 4% on the balance in the teachers its Fee 
-.” “amnuity, account. ‘On January 1, 1934, the. Board adopted amewo 2's 
_.\." "mortality table recommended by the actuary. This'was done in lg 
‘compliance with the: Teachers’ Retirement law which directs the _ Se 4 
_.". a¢tuary to make such recomniendation, if .nécessary, based on an | 
actuarial investigation every five years. Because of increased longevity .- 
__ of teachers, the annuity table ‘based on the 1934 mortality table 
~. +, Was Tess favorable to the tedcher than that used previously. - 23 
Fy Yin $943, the actuary recommended another change in the:mor- _ , 2g 
a tality table; this was adopted by, the Retirement Board in June 1943, -. | 
: “» . The annuity-table resulting therefrom was less favorable to the teacher 
than the 1934 table. The Board decided that the 1943 mortality - 
- table-was to be used for all teachers appointed on and after September 
1, 1948, and for “new entrants”* already. in service who will retire 
5 7. On or after September 1, 1944. Since the retirement’ law provides 
_ that .n““present teacher* shall be guaranteed an annuity (based-o »° 
. 7 the 1934 table, the 1943 table could not be applied’ to him 4. | = 
as...’ Hewever, the State Court of Appeals in January 1961,\decided 


. . that the Retirement Board wro gfully applied the 1943 table When | ad whe oe 
Ht calculated the annuities of "those teachers who were appointed =~ 2 
prior to September 1, 1943. The Retirement Board was ordered to  j§=§ °° ~~ 
_ #- "recalculate the annuities of these teachers in accordance with the _ 
|... decision. (A brief discussion of this decision is given in the qlosing 
Section of this chapter.) 828 + ee ee ee 
-  -~----dLet-ustum_ to the three parts of Table 1: Table. 1A gives the © oie, 
*. . amnuity calculated on the basis of the 1934 table with interest at. oo 
_ 7%. It is now used for all teachers appointed before September 1, | - a ee 
1943. Table 1B is based on the 1943 table with interest at 4%. It is Pa wee 
- *-A “present teacher” is one who was. a’ teacher in the public schools on August 
. - 1, 1917, or a teacher at Hunter Co on September 17, 1918, or a teacher 

















| at City College on June 1, 1923. All others are “new entrants.” Unless other- 
Wise noted, the word “teacher” in this work designates a “new entrant.” 
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e m wa for all teachers appointed Gn or after September 1, 1943 but 


- . Ptior to July 1947, | 5 eb 5 - 
-- " ” For all teachezs appointed before July 1, 1947, interest on their - 


es tae oe contributions is credited at the rate of four percent per year, com- 


pounded annually. In 1947, the State Legislature passed an amend- _ 
_ Ment to the Teachers’ Retirement law reducing th¢ rate of interest - 
on. the annuity accounts of teachers appointed on or after July 1, _ 
1947 to three percent. ote, $82 
“ """. Accordingly, the actuary prepared a new annuity table, based _* 
_'. Upon the same mortality table as that used in the preparation of the 
_ +" > 1943 annuity table, but with interest‘calculated at the rate of three 
_.*. percent instead of four percent. Table 1C is that table. It is used in 
+ €allculating the annuities of all teachers appointed on or after July 
A, 19475 these teachers are often referred to as “three percent con- 
 tfibutors.”” se 
_ THREE PERCENT CONTRIBUTORS 
One final statement concerning Table 1C. A bill has been - 
__.., + itroduced in the legislature each year during thé past several years 


: - to amend the retirement law so that teachérs appointed on or after ‘ 


July 1, 1947 will henceforth receive interest at the rate of four'percent _ 
- .* on.their annuity contributions. The low yield on safe investments _ 
_. Which prevailed at the time may have justified the reduction of the — 
interest rate on contributions of newly appointed teachers to -three | 
ys pereentin 1947.00 _ fe. 
ee The situation has changed markedly in recent years. The current . 


percent or higher. The new policy of investing retirement . funds 


ee os ‘in high grade corporate bonds and guaranteed mortagages will tend — 


___. to increase still further the yield of Retirement Board investments. 

“+ ¥et, as this book goes to press, all teachers appointed on or after 

july 1, 1947, who comprise nearly two-thirds of all teachers‘in service, 
____Feceive but three percent interest on ther contributions, 


| CMEGISLATIVE ACTION, SN Sts 
.'. Im 1962, both the Senate and the Assembly passed a bill granting 


four percent interest on contributions of teachers appointed pnor — 


| ‘after July 1, 1947. Unfortunately, the bill was vetoed by the Governor. 
_.  & similar bill will probably be introduced at future sessions of the. : 
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4 "investments of funds of the Teachers’ Retirement System yield four 
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COURT OF APPEALS DECISION 8 i 


~ 


7.4. Ant explanation of the calculation of the annuity part of a 







teacher’s retirement allowance would be incomplete without a brief 


"discussion of the far-reaching effects of the important decision rendered ° 
by the Court ‘of’ Appeals on January 16, 1961. The background is — 









Under the retirement law, the actuary must make an actuarial 


* investigation’ of thie mortality rate of its contributors: (teachers) every - 









five years, and recommend to the Rétirement Board the adoption of . 


_ / such tabl B as are deemed necessary ds a result of the investigation. 


On two occasions (in 1934 and‘1943) during the existence 


oe ‘of our Retirement System, the actuary recommended the adoption _ 
"Of revised mortality tables based on the longer life-span of teachers, 







These revised tables resulted in reduced annuities payable to teachers _ 


a 2 - On retirement. The 1934 revision reduced the annuities payable on 
-. Fetirement to all. teachers in service on January 1, 1934. The 1943 









_ table was applied only to “new entrants”; under the retirement law 
__. “present teachers” are guaranteed an annuity based on the 1934 | 
‘ae - eee ee 


ag In 1958 ‘several teachers filed suit to compel the Teacherg, | 


1. Retirement Board 5 use the 1934 mortality table for all teachers 
. - appointed prior’ to September 1, 1943, basing their case. on the 
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i a _..--Ship“in a city or state fetirement system, such as ours, “shall be a 






. | or im 2 d.” 7 


_—? ided in favor of the teachers. 
. | > EFFECT OF DECISION 


-contiactual relationship, the benefits of which shall not be diminished | 
__ The Supreme Court sustained the teachers. The following year 


7 diate 1 te Division unanimously upheld the decision of the lower 


fe court, Finally, in January 1961, the Court of Appeals unanimously a 


* Asa result of this important decision, all new entrants appointed: 


a before September 1943 will have their annuities calculated on the 


basis ofthe more favorable 1934 table, and will therefore receive. 
larger annuities, = tae 4 


a _ All teachers ap inted after August 1943 aie now guaranteed = 


by the Court decision that their retirement annuities will not be 


mee _Feduced in future years as a result of the adoption ‘of new mortality 
* tables by the Retirement Board. ‘If new tables are adopted, they _ 


. -" been adopted. — a 





_.; can be applied only to teachers ‘appointed. after ‘those. tables have. 
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provision of ‘the State Constitution that after July 1, 1940, member-- 
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In the case of teachers already retired from service, the Retire- 
ment Board was required to recalculate their annuities in accordance 
with the Court of Appeals’ decision. The Board has since paid these — 
_ getired teachers, or their surviving beneficiaries or étates, a lump 
oe Stim equal to the difference due them plus interest to the date of 

payment.” 
. .,* . The Court decision does not affect the annuities of teachers 
|. |, “retired for disability because there has been no change in the table 
“.- * used to calculate disability retirement annuities after July 1, 1940, 2 
“4. ...:the effective date of the State constitutional safeguard stated above. 
eo.” ” However, teachers who will retire for. disability in in the future are 
+>. guaranteed by the decision that the Retirement Board may not t reduce — 
a2 _ their annuities by adopting. new mortality — . - 
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THE PRECEDING chapter dealt with the annuity part of the 
|“ retirement allowance. This chapter and the next one will show 
__ how to calculate the pension part of the retirement allowance: Es 

'. As stated in the first chapter, the pension, which comes from . oe aes ae 
contributions by the city, consists: of two separate parts; =° Pe ee ge 
(a). anormal pension resulting-from the city’s normal con- re te 
4. _ tributions: and (b) a special pensionsderived from the additional 

+. payment assumed by the city since July 1960. (This additional payee 

-Mment—which we shall refer to as the city’s special contribution— = = = an oe ae 

+ @brikisted of 2¥2% of the teacher’s salary during the year 1960-1961; .° 
+ thereafter it has been 5%.) This chapter will concern itself with the ee, 
_ normal pension only, Ghapter 4 will deal with the special pension. 85 a ae 


y 
&, 
eo 
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| «AVERAGE SALARY «65 sts a ree & Ss al 
“7s 1. + ‘The normal pension part of a teacher’s retirement allowance * os 
i . . + depends upon his “average salary.” As. used in ‘the Retirement law, "pe f aes 
oa ee q “average salary” generally means the average annual salary for the = =. LY ees oe 
‘last five-years prior to the date of retirement. _ OS oe. a wena ee 
oe | <<". “Fable 2 gives the average salaries of teachers, Supervisors and *° 
/ "4. "secretaries eligible for service retiremient on September 1, 1963 and +. . +i 
oe 8 fon September .1 of the seven succeeding years. It is a si plé matter  §—— 
foo oe ft. to make the interpolation for the approximate average : i, i, ce rn 
rf |.” date other than September 1 of any year between 1963 and 1970. 


nd f . , 





a, fe Phe figures’ in TabJe 2 include maximum salaries in salary ee 

po do” gehedules of teachers adopted by the Board of Education on January = a, 
Oke do 8, 1964: The average salaries given in the table for secretaries and @ 0 s* . 
Base a Bee ‘Supervisors include maximum ies in schedules that are expected wee ae, 
Co te be adopted by the Board of Education. The figures shown in the | 
gs. table will ‘change with future changes in salary schedules. _ | 
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Teacher 


+ | diff. 
Bo 


$ 8755. 
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its) or two salary differentials (for 60 credits) 


period of less than five years, 


(a) Co average salary of a teacher who was 
smaller than that shown In 
2 the premetional differential is su 

8) The average salary of a school 


granted a salary differential will be 

© or J if the effective date of the 

the case ef the school secratary, 
case of the spnior schoo! secretary. 

) Column L fs also a 

in-Charge of Annex. 
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obit ee o : “meguisemient: in such cases resulted:in a somewhat smaller persion, 


‘ Py | zs “ “the higher ‘rate, but is not required to do 3o,-As a result of this’ 








NORMAL PENSION UNDER CLANCY LAW) 


- ‘The vast majority of. teachers* now in service bok elected 
oe - coverage ‘under the “ ‘one-percent’ ° Clancy law. Under the provisions 

'. - of this law, the city contributes an amount sufficient’ to produce a - 
= pension of 1% of the average salary multiplied by the number of — 
; | vs years of credited service after September 16, 1917,f. provided that ~ ne ee oe eo 
~. . . the teacher has elected to make certain additional contributions to ~ s— Le, eee 
provide a larger annuity in order to satisfy the “matching” — a ee ee ns 
eae law. ; 


As a result of the Retirement Board’s liberal interpretation of = 
“the “matching” requirement, few teachers: who have retired under 
io * the Clancy law failed to get the full pension. benefit of 1%. of. a 
3 y. ve ‘ > _, average salary for each year of service. A relatively small number~ 
oe, | Were required to pay a lump sum at retirement in order to meet the _ 
minimum “matching” requirement. Failure to meet the lump sum 





Under an ‘amendment: to the ‘Retirement law adopted by the. 
| State legislature i in 1963, a teacher is rio longer required to paya. . 
- ‘fate of contribution in excess of 15%. If the. rate of contribution ©. © 
| _ needed. to provide. an annuity equal to the pension from the city 6 | 
"is -higher than. 15%,. the teacher may, ‘if he wishes, contribute at 


Se a = amendment, all teachers who elected Clancy law: coverage will.obtain 
_. @ pension from the city equal to 1% of the average salary multiplied = ee ee 
a vi 7 . = the number. i. _ 7 service. No imp sum - — be, De ay 2 eee 
Si Tn view. .of ‘this ainiendment,: ial chk ali. are 
a ay “son advised t to elect ro under the — law. = — . ee Pa 
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| . Example: | Miss D was appointed . in September 1928. She 7 ae 
| . was, granted credit for two yen prior seryice as a substitute from (a Ae re 
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 # See footnote « on page 117 for distinction peeen “present teacher” and “new ; 
 entrant.’? A present teacher receives a somewhat larger pension from the city __ 
‘than a new entrant because of teaching service prior to the inception of the — 
_’ Retirement System. There are at present over 43,000 contributors in the 
_.* Teachers’ Retirement System; of this number, fewer than. 200 are present = ° 
4 | teachers.. Unless otherwise indicated, the: moe “teacher” in this book means 
“new entrant.” _ 


4 September 16, 1918 for Hunter College contributors; p une a 1923 for con. 
a _teibutors at ee —_ -, | : 
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-' 1925 to 1928, She sérved continuously in the elementary schools. She | 
_. Was granted a salary differential on the basis of 30 in-service credits. 
Subsequent to graduation from teachers’ training school. In 1951.0 

_ ‘the elected coverage under the “‘one-percent” Clancy law. She retired : 

_ On September 1, 1963. What was the amount of the normal pension, 

_..+ > part of her retirement allowance? = «is en ee : 

' "Since Miss D was under the Clancy law, she received a pension 

of 1% of her average salary for each year of credited service. There-° 

_ «fore, her normal pension was'37% of her average salary when she _ 

| /...wetired on September 1, 1963. 828s oe se 
_ Since she received ‘one salary differential but did not meet the 

_'_ ¥equirement for a promotional differential, che_ay slaryinhe 

__ case will be found in Table 2, Column B. Aécording to this table, her bh Fe 8 eres 

__- average salary on September 1, 1963 was $8,755. Thirty-seven percent _ rT 7 f 
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of $8,755 is $3,239; this was the. normal pension part of Miss ‘Ss 
- :...- -@fnnual retirerkent allowance when she retired on maximum (without ‘. 
_. ‘an option) on September 1, 1963. It woutt have been higher 
__ if she had retired later that month: The ‘calculation’ of the special =—s_—s 
~~ pension will be explained~in-the riext chapter.\| = = | +... 
_:. + Miss D’s own contributions with interest Pptovided the annuity 6 
“ol. part of her retirement allowance. = it oy ates, *, 






_... + NORMAL PENSION UNDER OLD LAW 2 ee 
.«.» * Fora teacher who is not under the Clancy law the city generally 
contributes an amount sufficient -to provide a pension of 25% of 
_- average salary: when the teacher retires for service. (Fewer than | 
= ee, ten percent.of all contributors. are‘ now under the old “pre-Clancy” aA : 
ey ee ee ag Example: Mr. E was “appointed on February 1, 1922. He... ari 
, |, |=... + had no. teaching experience: prior to appointment. He has served : 
N+)“ continuously as a high school teacher. He had not elected coverage 
"under the Claficy law. If he retires in September 1964, how large 
j- -.-will the normal pension part of his retirement allowance be? 
Although Mr. E will” have completed more than 42 years. 
_-. Of service, his pension will be limited to 25% of his average salary | | 
| because he had not elected to come under the Clancy 1% pension - gt 
_. .-. Taw. Since he is a pre-1947 high school teacher, his salary is that of - © ie, | 
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|...) @ teacher with two differentials plus the promotional differential. 7 
. |... His average salary on September 1, 1964, as givenin Table2,Column =. 
__ E, will be $9,692. Twenty-five percent of $9,692 is $2,423. This wil 
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| o be the normal pension part of Mr. E's retirement allowance... 
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7 AS EXPLAINED D pecviously; the city has hi paying a part of | ee! 
each téacher’s contributions for him since July 1,.1960. During =~ 
the first year (1960-1961), the city assumed the ‘payment of 244% = = § |. 
of the teachier’s salary. At present the city is paying 5% of the salary 
°° for ‘the teacher. Ifa teacher’s normal contribition is 13% of his — 
7 salary, the city will pay 5% for him; the teacher need pay only 8%. 
cet” Phe city pays this in addition to the normal rate required to 
furnish the teacher. with a normal pension. ‘This additional payment Ce 
by the city, plus interest thereon, is used to’ provide a special pension rr er 
_. at retirement,* calculated in the same manner asthe annuityfurnished °° =‘ i et 
> by the teacher’s own contributions. (This additional contribution by oe a) tee 
: om > the: city, with interest, is referred to in the law as the “reserve-for- gw 
ie _increased-take-home-pay.” The pension resulting from this reserve -8 #=$.©.... j 
+ is called the “pension-providing-for-increased-take-home-pay.” Weoo ey 
_. here Nag use the terms or petalon reserve” and “special oo kee 
- ies ay “The teacher sania “takes home” an additional 56.0 Sag a 
hia talary every month, and | ee ee 
- (2) His ultimate retirement sina will be sent ‘the ede a ee 
same as it would have been under the law prior to 1960. = a 
oa | Example: Teacher F's annual salary is $8,400, or $700 per oe 
ee al His normal contribution is 12% of $700, or $84 per month, 
The city now pays 5% of $700, or $35 per month, for him; this 
is in addition to the city’s normal contribution. The teacher need 
Pay only 7% of $700, or $49 per month. . 
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aoe | o. SPECIAL PENSION RESERVE FOR TEACHERS _ ee ike 
ee oS ee AT RETIREMENT aa 
7 4. 3 -- ("Reserve-forincreased-take-home-pay") a 
a. A TEACHERS: APPOINTED BEFORE JULY: 1947. 
= - (for teachers on maximum salary only) | os | 
ae oes eee NO PROMOTIONAL DIFF, PLUS PROMOT'L DIFF. (oe ee 
Ret. 8 ° qenchlee ‘Teacher’ = ‘Teacher = Teacher Teacher —_ a 
* Date ne diff. tid. +2diff. +idiffi.  #2diffKR 2 oven : 
4 - Septet A e' 8. ae. | ee 
om 130 $i giao (ATI ITE ina 
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. ‘1970, BS ENTE ae sO 8 
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3 (1) The spestel pension reserve ef a teacher who was erated ene ‘ilar differential . 
_, ffer 30 credits) ot two salary differentials (for 60 credits) will be somewhat 
ematier than | shown in each ef the columns above Hf, in his cate, the effective 
| either differential to July 1, 1960. a | 

(2) The special pension reserve of a teacher whe was granted: the prometional dif- “ae HE 
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is an + actual gain of $35 3 in. net pay. to a nia every 
- month’ of that year. Yet, the amount -of his retirement allowance 
’ will now be the same‘ as it was under the former - when the - 


vO teacher contributed the full 12% ee 


a ae - SPECIAL PENSION. RESERVE . a | eae eo ae ee 
; ‘The teacher receives an annual statement of the amount in vs ae 
-. his annuity account. This-amount constitutes Ais contributions plus © _ 
_ interest. But no such statement relating to his special pension is given Stine 
_to'the teacher. Since the special pension comes from the city’s con- _ 
tributions, the teacher is entitled to benefits therefrom if he retires.’ If 
the teacher should die before retirement, his beneficiary would be 
ow ite" "entitled to these additional city contributions. However, if the teacher 

ee * resigns, he forfeits the right to receive these city contributions.» | 
Ha | ee To aid the teacher on maximum salary to determine the amount. = 5 : 

Je 2? aw os; 7 - of the special pension reserve, Table 3 ‘has been constructed. This "os wee | 
1 ee eS table gives the amount of the special pension reserve resulting from 

po fe? Se ot - the additional contributions made by the city since. July 1,19680 9 

gn behalf of a teacher on maximum salary. The figures shown include og en ee 
| | interest’ at the rate of 4% for teachers. appointed before July 1947, 

Be oe, ef : and 3% for those appointed after June 1947. The amount of the ’ a 4 vg 
*  ¥ us gpecial pension reserve on dates other than September Dean be © 0 0 
Ho egtiimated, If. salaries of teachers are increased, it will be necessary 
a ee ee make a corresponding adjustment of the figures in the table. 

2 eee: . Individual calculations of the special pension reserve will have tobe = Pag ot. 
a a “made for contributors other than classroom teachers on, fhaximum ee ae ee 
— This is ienportant: The state — under which the “ety. pays ot 
a cole of the teacher’s contributions for him, authorizes this plan but 7 
does not mandate it. It is a temporary arrangement, subject to renewal sits 4 
_annually or termination at the will of the city. However, itisreason- 

able to assume that it- will be a permanent feature of the Retirement . es 
~ System. Table 3 and the. discussion which follows are pana on this 
- assumption. | 

At retirement, the teacher receives a cola pension (in addition : 
to @ normal pension) resulting from the special pension reserve. The 
_ calculation of the special pension is the same as the calculation of == st 
the annuity resulting from the. teacher's accumulated contributions. =#8 . $= ||, 
Table 1 on page 15, used to determine the annuity per dollar in the 
annuity fund, is also used to determine the — — per dollar oo fea ee eee 
An the special penton remrve Ps , | 28 2 @. 
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fs “Boninple: “Miss G was eae in “1930 and expects. to 
- petire for service in September 1964 at age 56. She received one — 
 - -galary differential. in 1955-and the promotional differential on July — 
. 1, 1962. She has served continuously since her appointment. How _ 
‘largs wil the spectel pension reserve be im her cane? How large will 
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a -. Since’ Miss G was. appointed before July. 1947 and since her es fee 
; * fe a he is that of.a teacher- with one salary differential plus the th 
4...» | +” promotional differential, Table 3, Column D will be used.in her = : 
ae ase’ to find: the special ‘pension reserve. —— ‘figure sled for. : 
. = ‘September 1, 1964 is $1,887. — : 
= __- ° To determine Miss G’s special pension, we turn to the. ial fe eS 
ne table on page 15. Since Miss G was appointed before ‘September ie? ae 
| "1948, we use Table-1A. According to this table, a: woman teacher 
+. retiring at age 56 will receive a special pension of $.0770 per year + 2" 
. for each dollar in the special pension reserve. Hence, Miss G’s special ~~ - 
_.* pension: will be $1,887 x .0770, or $145 per year. This wil be - 
"= added to her' normal pension; the sum is the .pension part of her — - 
_” retirement alloprance, ‘We shall return to this ——* in the next . 


a chapter, |; 
THE WAVER = Po ge ee 
- ‘The purpose of the cies whereby the ¢ ay pays a part - : 
| of the teacher’s contribution—as stated in the law authorizing the ~ 
. plan;—is to provide the teacher with increased tak@&home pay. We sir 
: __. haveé shown that, while the city now contributes an ddditional 5%. 4 a 
ee Ee of a -teacher’s salary for him, the teacher's own contributions, are e = 
oe ee _ reduced by the same amount. 
However, if a teacher prefers to continue to pay his full rate of 
| contribution, he may do so. In this case, he must sign and file a 
_ paper that provides for waiving the reduction in his rate, His own, oe ae 
_. ANNUITY fund will then continue to increase by means of his full 8 == = | | 
-.. contribution. The city’s contribution of 5% of his salary will continue. a 
to be paid—as for all other teachers. This 5% contribution will, at © 
- retirement, make the pension part-of his retirement allowance larger. 
. Example: Let us‘assume that Teacher F (page 26). filed 
a waiver of reduction of contribution. Accordingly, the contribution 
- to his annuity fund would be continued at the full rate of 12% of © 
. his monthly salary ($700), namely, $84 per month, even though 
' . .the city pays 5% of $700, or $35, for him. Since he is paying the 
full — rate, the teacher will not receive ba additional “take-home” | 
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_ pay. His retirement allowance will be larger because of the 5%: 
_ additional contribution made by the city toward the special pension 


(SHALL ILE A WAIVER?® 
ora... “This question is equivalent to asking, “Shall I increase my rate - 
.. Of contribution?” The question can be best answered by the teacher 


: 


Those who are. willing to forego’ the additional “takechome? 
_.. _Pay.in order to accumulate a larger annuity fund for retirement 


> be’an advantage. jn using an alternative method of achieving the — 
Retirement Office... - 
5% a8 suits his convenience. This ‘new rate may later be che 
_ discontinued once a year (usually in June), 
should be mindful of the fact that once a rate of less than 15% 


— - 15%, it may not be possible for-the rate to be subsequently reduced 










_ It should be added that the teacher, who prefers to pay his 





full rate, must file the waiver each year, since the waiver is binding =| 
7 for one-year only, 7 ee oe ae nae 


. & 





‘ . 





himself. The teacher must decide ‘whether he wishes more income | 
now, or later on during his years. of retiremen ies ie | 







_/....He must consider his present financial requirements, as well 
_. 48 his probable needs after retirement. If he prefers more taki:home 
_.' pay, he does not file a waiver. If he is willing to do.without additional 
take-home pay now, . 3 
he files such waiver. 












in order to insure a larger retirement allowance, 


. * 







purposes, may file a waiver, but do not have to do so. There may 







same result, namely, by simply filing a change-of-rate blank at the 








He may ‘thus increase his official rate by 3% or 4% or - 







by filing another change-of-rate blank. A waiver can be filed or an oe ! 





_. _However,.a teacher who decides to file a change-of-rate blank 







has been officially increased by the teacher to a rate higher than 
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‘THE RETIREMENT ALLOWANCE— = 
_ SERVICE RETIREMENT © 
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|. "THUS FAR, we have explained how ‘to calculate the separate 
fF parts of the retirement allowance when a teacher retires without | 
“|” an option. In this chapter we shall review the procedures already 
described through the solution of two typical problems. = ts 
°°. Example'1: Consider the case of Miss. G (page 29). The 
| -__ pertinent facts in her case are as follows: 2 —t™ ee 
_.*.. She was appointed in 1930 with credit for two years of prior 
_. service. ‘She expects to retire in September 1964 at age 56 on 
j.. -. completion of 36, years of credited service. She received one salary 
j . .. differential in 1955 and the promotional differential on July 1, 1962. 
| . She served continuously since her appointment. She will have $31,000 
,*, in her annuity fund on date of retirement. She elected Clancy coverage : 
q's in 1951. How large will her wetirement allowance be if she retires 
| “, . 0B maximum, that is, without choosing an option? — tit 
if __.Since Miss G was appointed before September 1943, her annuity 
- a will Be obtained by using Table 1A on page 15. According to this — 
ff table, a woman-teacher retiring at age 56 will receive an annuity of = 
~§ +. §.0770 per year for each dollar in her annuity fund. There will be 
. ‘ -, $31,000 in this fund upon retirement. Hence, Miss G’s annuity will 


4 _ be $31,000 x-.0770, or $2,387 per year for life. = 88 - 
7 *. Since ‘this teacher has received one salary differential and the 
promotional differential, her average salary in September 1964 will 
\- be $9,292 according to Table 2, Colufnn D on page 22. Mis G 
_ _- is under the Clancy law. Hence, for her 36 years of credited service 
She will receive -a normal pension of 36% of $9,292, or $3,345 
With the aid of Tables 3 and 1A, Miss G’s special pensic 


__was found on page 29 to be ane ($1,887 x .0770 = $145.) 
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7 ws ‘Dhe gum of the normal pension’ and the special pension is the. 
pension part. of the retirement allowance. Hence, the pension part 
Of Miss G’s maximum retirement allowance is the sum of £93,345 se 73 


« 
7 2 +, 
? ‘ : * : 
. es . ‘~ 
* 3 x . = 
cs oo ae tO: ’ 
me « 


and $145, or $3,490 annually for life. «0, , 8 | 
ry? a aoe -..._.... Her maximum retirement-allowance is the sum of the maximum _ 
fo. "pension and the maximum. annuity, $3,490 plas $2,387, or $5,877. 
oo a Gs She receives this annually for life. 838 «. Pel ”6lUl | 
la Es Example 2: Mr. H was appointed as a high school teacher 
- 7 4 gm September 7, 1944 with prior service credit for two years aS 
‘--" @ substitute teacher and seven years as an employee in the New -90 ° * 
York Gity Department of Hospitals. He served: continuously since - : 
“t., 9  -: - . his appointment. He was born on May 8, 1908. He elected coverage 
under ‘the Clancy law in 1951 and under the 55-30 law in 1960. are te 
He has been paying at a rate sufficient to guafantee him a pension = 
/ OF 1% for each year of service under both of these Iaws. It is estimated = 7% | 
a that he will have accumulated $28,000 ‘in his annuity fund on 
September 1, 1965: He will become eligible for service retirement on 
_ September 7, 1965. If-he should retire on that’ date, what will his 





_..,. Maximum retirement allowance amount to? = Bs oe ee ae 
~~, Firsty-Jet us make two observations from the given data: ts = | 
te oe - » (1) Under the Teachers’ Retirement law, a teacher receives — 
_*s * vy" ull credit for retirement purposes for all city service. Hence, Mr. H 
ee ". received full credit for his seven years in the Department of Hospitals. 
-. ‘These seven years and his two years as a substitute give him a total 
|" prior service credit of nine years. He will thus be eligible to retire 
__-Mnder the 55-30 law 21 years: after appointment provided he will. : 
+ 2.1: have reached age 55. He was appointed on September 7, 1944; - 
- yp  & — . « hence he will complete 30 years of total service on September 6, 
pL 4 ~  *. + 1965. Since hetattained age 55 on May 8, 1963, he will thus be 
" &e -, + ‘eligible to retire for service on September 7, 1965. . - 
oe 0. * (2) Mr. H was appointed to the high schools prior to July 388" 
ii" - I, 1947. Hence, under the rules of the Board of Education, he is fee 
4 entitled to the maximum salary of-a teacher who received twosalary ©. 
_ "differentials and the promotional differential. a ee = 
oe tle _ Now let us proceed to find the maximum annuity, normal _ 
|... pension and special pension in that order, i. # 2G 
/ . Mr. Hl was appointed between September 1943 and June 1947. po 
+. . - Hence, Table 1B will be used to determine his annuity. His ageon 
_.‘. September 7, 1965 will be-57 to the. nearest birthday. According ~ : 
__ to Table 1B a man, age 57, receives an ‘annuity of $.0817 per year «0 Le 
_ for each. dollar in his annuity fund: With $28,000 in the annuity = 
fund, Mr. H’s annuity will be $28,000 x .0817, or-$2,287. per year. _ & 
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= ‘To dctetmine Mr. H's normal penaiin, is hesenetieatin dinale -. ya eee, 
“tls avetage salazy. Table 2, Column E indicates that a teacher with = et 
_ two salary differentials plus a promotional” differential will have an ts i, 
_ average salary of $10,127 on September 1, 1965. Hence, Mr. H's.” | 
; Bommel pension will be 30% of $10,127, or $3,038 annually, a we. ee 
* To determine his special pension, it is necessary: to obtain the — ~~ Se 
_ special pension reserve in his case: Ta ble 3, Column E indicates i, 7 
_ that the special reserve will amount to $2,602 on September We a te de 
—-1965. To determine the special pension from the special pension st 
_Teserve we turn to Table 1B, the same table that was used to find 9. 
mK annuity. With $2,602 in the special pension reserve, his ‘Special Poe)  * a ge 
_ pension will be $2,602 x .0817, or $212 per year. | me eae 
~The pension part of the retirement allowance (sam of noimal ee ee EN 
__ Pension and special pension) is $3,038 plus $212, or $3,250 annually, tt 
The maximum retirement allowance (sum of pension and . Gone we ae ee 
- annuity) i is $3,250 plus $2, 287, or $5, 537 annually for life - i oy 



















7 “ ‘Thus, with the aid of Tables 1,2 and 3, it is not difficult is a 
teacher: to determine his own retirement allowance’ when he does. 

not choose an option. The chapters immediately following deal with 

- the —— a the retirement, allowance when an | option has been 
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Be eee! 2 Wyre OPTION shall I: choose?” “Which is the best option 
ee ee eM 3 ee, ay for me?” “How much will it cost?” Questions like these 
oa ee Pooch. > a@turally occur to a teacher contemplating retirement. We shall 


7 * 


_ oe os "address “ourselves to the problems implied in these and similar. 2 


1 


wt | te 


eee be hee . ‘The options available to a‘teacher who retires are as follows: 
gt ee oe -  Qprion I. This option guarantees that all the money: paid — 


tay 





nu By the teacher during 


< . o sé “te 
ee . * 
. Fee, 


. EF 0 Example: Teacher A. retires under Option L His own con- | | - 7 : 


all his teaching years (including interest) and 


“> gil the money paid by the city for the future pension shall be paid | 


ainount to ‘$25,000; the city’s payments for 


-  g-, tributions and interest: amnoun 
ee BBR the future pension are $30,000...‘The total guaranteed reserve 1s. 
ho BBR $25,000 plus $30,000, or $55,000. A retires on $5,000 yearly. Suppose 


Pees, . 


| K :  . _. ‘he dies four years after retireriett . 0 | 
BE. of & years or.a ‘total of $20,000. However, the original guarantee. 
-.. 7B was for $55,000. Hence, the difference betweeir $55,000 ‘and $20,000, 
|. ° or $35,000 will be paid to the beneficiaries... . 3 ee, ~ 
~ OF course, if Teacher A had lived long enough to receive the 
et eee Se ~~ guaranteed amount of $55,000, the beneficiaries would get nothing. 
7s See. oe A, however, will continue to receive $5,000 per’ year as long as ~ 
-- +. Opnion II. Under this option, the teacher provides that, upon — 
his death, the beneficiary, if he has survived, will receive the same_ 
. monthly payment for life that the teacher had been receiving. = 
+ 8." Example: Mr.-B retires under Option IT and receives $350. 
_ monthly for life. He had named his wife as beneficiary. When Mr. | 
B dies, his wife, is she is alive, will continue to receive $350 monthly — 
for the remainder af her life. st 
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tt. He has received $5,000 for each a fa 2 


1 Re tas ee Comamnetgie Benet a Qin eS : ; 
# Mert ee i a Ls amen uA gin LEM a Aty 

















ERIC. 


» . ition 7 ea ; 
f an oe ee ; 
| 7 aes 





: i a at the time of filing to be suitable 





. : = > . o oe - 
ae % . : me , : : 7 . 
o ie | : a a : 
' ‘ : . © . ‘ = . a 


as is long as he lives. 
Option IV-a. 


“the monthly: amount the teacher had been receiving. 


Opqion IV-b. Under ‘this option, the teacher provides that | 
“the beneficiaries’ shall, upon his death, receive a fixed lump sum. 

Example: Teacher’ D retired and stipulated that, upon his = | 
* death, $12,000 shall be paid to his daughters. D - after 15 _ Years. Sa ee 


"Bach: of ‘his: two: daughters received $6,000. 
Option IV-c. 


eee) is’ $28,000. T. dies three years after retirement. 


: Under Option. IV-c, we. subtract, from. the annuity 3 reserve or 
"$98, 000 twice the,annual annuity for each year of retirement. Here 
the annuity was $2,000 yearly. Twice $2,000 is $4,000. For 3 years 
_at $4,000, we have $12,000. This amount, $12,000}. is subtracted | 


- from $28, 000: ‘Hence, the benéficiaries receive $16,000. . 


Note: ».Options"I, H, TIT and IV-a may be chosen on the 
” peision part only or dn. the annuity part only or on bath part. 
Options IV-b. and IV-c. —, be chosen only on ‘the ANNUITY ‘Part. : 


" SBLECTING AN OPTION | . soe eo 


The choice of. an option depends on many , facts. The. most 
” significant of these ‘are the health of the: teacher and_ the general 
_ Span of life in his family. Other elements that should be considered _ 

" are: ‘outside j income ‘of the teacher, his real and personal propérty,. 7 
social security, insurance. on his life, income taxes on his retirement 
allowance, future needs of. the teacher, the terms of a will written 
by the teacher, his obligations to members of his family, and the 


healt ) —_— of longevity . and financial condition of his bene- 





. Based upon available information, an ‘option which appears . 
fonsthe particular teacher may 
c that the —_. selected — 
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ileal mH. This option i 1S: similar to Option Il, except that 
the beneficiary will receive each month only one-half of the monthly 
ZA. ee ‘amount that the teacher had been receiving. Pa 
-, Example: . Mrs. C chooses Option III and names iia husband 
as. s. berieficiary, Mrs. C receives $400 monthly for life. Upon her 
death, ‘Mr. G, if alive, will receive one-half of $400, or $200: on —_ 


This option is similar to Option III, except ao 
that | the beneficiary will receive only one-fourth or one-cighti of 


This option is best explained by an illustration. ae 
Teacher T retires under Option IV-c. His pension is $2,500 and his a 
_ annuity $2,000, His awnurry reserve. (his own een with i: 
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will actually prove tosbe dee most ‘dnt either to the eacheh) = 
_or to his béneficiaries. This is due to the uncertainties of life. | 


‘the date he retires from service; thereafter, the option cannot be — 
changed. In Options I and IV-b and IV-c, the beneficiary may be | of @ ak 
_ changed by the teacher even after retirement. In Options W,WTand 20 
7 IV-a, the’ beneficiary may not be —— after retirement. | - ne a 


"OPTION FACTOR ye 4 ot ee Bue ts. PR er 


7 beneficiaries. His s Own original (maximum) retirement allowance will . 
_be reduced in order to“pay for the benefits provided by the option. 


of a réduction in his retirement allowance i is an important considera- i? 


selected and on the age and sex of the teacher; i in Options II, III - 
and IV-a, the factor also depends on the age and sex of the beneficiary. a 
+ The option. factor for a teacher appointed on or after July1,1947 is, 
less favorable than the asi aes option factor for one appointed Seo a, ee ee 


7 _- the accumulated contributions of the teacher ‘and a death benefit f 
=~ city. This is also true for a teacher who applies for disability retireme’,t: 
dies within the 30 any — the date of filing the —_— for 








Os 


A teacher’s final. choice of an option must be made prior to : 


When a. teacher retires ae an ‘option. he. mikes provision for 





Hence, the price that the teacher must pay for the option in the form. 


tion in choosing-an option. | | 
If a teacher does not select an épllen, he is said to retire on a 


_ Maxmaum retirement allowance; in this case, upon his death all ey 
payments cease—not even his own br insidtcrenia can be refunded | to a 8 
his er oes i oo ra ae a | 


x 


Whether ; a teacher selects an option or - not, the actuary. first ae ie 


a | calculates the maximum pension and the maximum annuity. 


If an option is chosen, the maximum allowance is multi lied _ i ee, = 


‘ by. a decimal called the Option Factor in order to obtain the teacher’s __ 


reduced allowance. This factor depends on the particular option” = ee — : : 








© However, when a . teacher retires on maximum allowance and dies within 30 | 
: days after the date of his retirement, the beneficiaries or estate will rec 4 3 
\ 
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OPTION I-SERVICE RETIREMENT = i ake ot 
BENEFIT PAID ASA LUMP SUM ite 
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i... eS OPTION I on the full retirement allowance guarantees tothe renee ig: 
— \ ee beneficiaries (or estate) the amount in the annuity reserve and se 
Pee a the amount in the pension reserve, less the sum of monthly payments ° 5” Oo gee Fe oe toe! 
ot made to the teacher from the date of retirement to the date of his fae 
oo) 3, The annuity reserve consists of the teacher’s: own contributions 
+ + with interest. The pension reserve is the sum set aside by the city to - 
">. meet future pension payments* of the retired teacher for life. The - 
| ammuity reserve and the pension reserve colmprise the total reserve. _ 8 aa: 
"This & the, initial insurance under Option I. The initial insurance u wae 2. Sf 
-is reduced ach month by an amount equal to the monthly payment =.” wate 
-, to the retired teacher, and upon his death the amount remaining 
., _ im the-reserve, if- any, is payable to the beneficiaries. - oe Pe se ee ee 
5 ae Ss After the reserve has been exhausted, the teacher continues to . he ate ee 










ede oo, st receive his monthly payments for the rest of his life. However, upon. - oe Ce ee 
= Pag 5 his death, no payments will be made to his beneficiary. 1 ee ee Gates os ; 
. , | ___ Ifa teacher selects Option I on the annuity only, he takes his ee 
os... 5 Maximum. pension and a reduced annuity. This option is obviously _ Se tg) ke ee 
Hess expensive than Option I on both pension and annuity. In the Ore ee, ee, 


_. case of Option I on the annuity, the beneficiary is guarantéed the eee 
' amount in the teacher's annuity reserve only, less the sum ofannuity ee, 
_ Payments made to the retired teacher. _ “' #3 oe te oe 
This option is often chosen by a teacher who wishes to make 
* ® Pension payments to a retired teacher include both the normal pension and - 3 
‘the special pension that results from the City’s additional 5% ‘contributions. | 
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_ ‘certain that the amounts that. he, himself, has contributed through oe Ua 
| the years, with interest, will be paid after his retirement ‘either to | oo ea a 
- himself in the form of an annuity, or —_ his iva toa mienaber bea ed 
= (or to his estate). . 


OPTION 1 ON THE PENSION CO | ‘. *. 
oe If a teacher felects Option Ie on “the pension only, he takes a nfs ee 2 OS 
= bane as pension and his maximum annuity. In that case, the bene- ee ee ee 
/ : oe the amount in the pension reserve only, lessthe 
Seles? oo OS, — of pension payments made to the retired teacher. _ | oo we ee 
or a i ee s : This option is rarely chosen. If a.teacher wishes to retire under | 
Ae ee eet tee ae Option I on one part of ‘his retirement allowance, it is generally ne 
- recommended that he choose Option I on the annuity, rather than ww 
ie ER cee ee ee ee Ma BE 
to calculate the pension reserve under Option I, it is generally more ~ s be eee 
_... favorable to the beneficiary if a teacher chooses Option Ion the Pee ae 
2 8 annuity only rather than Option I on the — only. Ce 2 a8, 8 w & 


oe ee, / REDUCED ALLOWANCE UNDER OPTION 1 _ e 
oo Fable 4 Xpage 40) will enable a teacher to figure his reduced 
a pension or annuity or-both if he retires for service under Option I. pe ee 
ee, He, ee te ‘The teacher must first calculate -his maximum pension and nr 
gee nascimum annuity. He en multiplies the maximum pension or . o 3 (te 
ee ee maximum annuity or um retirement allowance by the ap- & | 7 ee 
re re - propriate Option I factor given in'Table 4. The result is a reduced | 3 
a ee ee ee * pension.or reduced annuity or reduced retirement allowance. under ser 
. 3 cae eee a 7 , Option Ne ® ey. 
= eee - Example A: Mrs. JL age . 55, is entitled | toa , retirement allows “ea 
eas es ma : | ans of $500 pyar the retires on maximum. She was appointed — _ 
ee 2 in 1930. ‘What will she receive under Option I? = | 
ps 7 Mea Table 4 shows that the Option I factor for a woman of 55, .- 
oe . a © who was appoint before July 1, 1947, is 8798. Mrs. J's maximum ___- oe 
ave allowance of $5,000 must be multiplied by, .8798. The producttis © 
a : * $4,399. Hence, Mrs. J will receive a, yearly. for life —., eae os eee 
_ Option I: _ 3 “Fy eae anes oy 
eG Example 2: Mr. K, acid in 1948, aaale retire a a ae 
i | - age-65. Assuming that his maximum retirement allowance will-be a se 
| -: 9§7,500,, what will he recéive: if he’ chooses Option I? a rn ae 
"Table 4 gives :7220 as the Option I factor fora man of 65. eo 
| who was appointed after June 30,. 1947. It was assumed that Mr. 2. + 
- "We masimum retirement allowance wil be $7,500 yal Therefore, | 
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+ his reduced retirement allowance under Option’ I will be $7,500x. oe - vole —s 
-.. | + $4220, or $5,415 annually for life. ee eg te oS Cs 
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. The pension reserve and the annuity reserve constitute the 
-.. 4%» Fotal Reserve. This is the Initial Insurance under Option I.* The “ 
os #7... teacher considering retirement under this option is interested in 
tts Ienewing the amount of this initial insurance, and how long it will 
| take for the i ce to be exhausted because of payments made to | 
-. . The pension reserve is the sum set aside by the city to meet fe? “ig, oe 
4. 9, 5. -*future pension payments of the retired teacher for life. These pension - es 
“oe. oe payments, we learned, are composed of two separate parts, the normal a 
os pension and the special pension. The normal pension reserve is _ 
_....... Obtained by multiplying the teacher’s maximum normal pension by | 
fel sees “the appropriate multiplier given in Table 5 (page 41). ao 
+ 4+, ‘The special pension reserve consists of the additional contribu-- °  ~ 
-. * * tions, with interest, made by the city for the. teacher since July 1,;, © | | 
. 1960. The special pension reserve for all classroom teachers who will eee | 
...._ fetire before 1971 can be. obtained directly from Table Sorcanbe 0 7 
_.° >, estimated from the figures given in that table. Individual calculations __ Sa oe ee 


a SRR a! ae - ere 





__-Of the special pension reserve will have to be made for contributors | 
.*°, other than classroom teachers. The pension reserve, which consists 
_- “Of the sum of, the normal perision reserve and the special pension 
i y+") reserve, is the initial insurance if the teacher chooses Option I on 


the pension only. | 1, es Wa _ 2% oo 
-. The annuity reserve, which co 7 s of the sunis contributed by 
"_» the teacher with interest, constitutes the initial insurarice if the teacher 
_ chooses, Option I on the annuity onl; RO, 
' “As has alréady been stated, the sum of the pension reserve and - 
_-, the<annuity reserve is the initial insurance if the teacher chooses. 
_ - Option T on’ both parts of the retirement allowance. "4 3. 
_ 2.27 2 _. Example 1: Mrs. L was appointed in 1933. She retired in kt; o 
oe September: 1963 when she was 60 years old. Let us make the «ss eae 
- 0... 4. ° ‘Mollowing assumptions in her case: The annuity reserve (her con- ae a ee 
ey Ee eS ae . tributions with interest) was $30,000; the ‘Special pension reserve, © ee a 
2B §$0,3185 her maximum annuity, $2,562; her maximum normal Pm a 
es de sion, $2,826; her maximum special pension, $112; and her maximurh fo on, & | 
_ Tetirement allowance, $5,500. If she retired’ ander Option I, (ay 
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. een a ee ee -® When we speak of Option I, we mean Option I on both jand annuity, 8a, 
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o what i she receive per year, | (b) ‘what was the : amount of. the 
initial insurance, and (c) how much will the beneficiary receive 
if Mrs. L lives just 5 years after retirement? -— 

“ (a). To obtain the reduced retirement allowance under Option 
I, tum to Table 4 In the column. for teachers ‘a 
July 1947 the Option I factor for a. woman of 60 is given as. .8535. 

. Multiply the maximum retirement allowance, $5,500, by .8535. The | ..-- 
product is. $4,694. Hence, Mrs. L’s reduced retirement ; allowance 7 

under Option I is $4,694 per year for life. 

i (b) The initial insurance is the sum of the pension ine 
_ and the annuity reserve. It was assumed that the annuity reserve wag - 
| ‘$30,000. Hence, we need only find the pension reserve. = 

_'- The pension resef've is the sum of the normal pension reserve 
and the a pension. reserve. The normal eat reserve > under -. 
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— Pdi lis found. 1 by. stadtplying the 1 maximum’ normal pension, re 
—_ "$2,826, by the multiplier given in Table 5 for a woman of 60 who tis | 
was appointed before July 1947, namely,\11.392. The product of  §§ = °° | = 
$2,826 and 11.392 is $32,194. This is the normal. pension reserve oo bee, 
under Option I. The special pension reserve is givén as $1,318. The °~ 2 a gee, 
ee eee and $1,318, or $33,512, 0 we 
_To the pension reserve, $33,512, we now add the annuity reserve, “_ 5 | «yt ota 
$30,000. The sum, $63,512, was the ‘total . reserve, Of the ¢ nitial = Se, ee 
aa . - insurance under Option I... | : — 3 
. 3. ae After her. - retirement, Mrs. L receives $4,694. per year, 
oo ae 7 “for . If she lives five years, she will have received $23,470. Option 0 
26 - % —_—— to the = o amount of the total 7 





Be cg ae ia : MULTIPLIER FOR FINDING = Ree eee ae 
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| “Teacher ‘Appt'd 


» Before July 47° 


Man 


10,996 

10.862. 
10.720 
- 13.346 


10.406 | 
10.234 
"(0,053 
.  986t 
- 9660 
9460 
9.233 
9.008 
- 6.774 
6836 
02M 


0.044 
7.792 


(7,839 - 
7.202 
7024 
6.764 

* 6241 


Women : 
14.074 - 


(3.837 
13.594 


13.089 
12.826 
12.556 


12277 | 
a 
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—« (0.768 
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—-: 10.100” 
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03% 
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"$63,512, les the sum of payments to > Mrs L, $23,470. The bene- Tale oe ie, 
f co » Eiciaty will be extded to the difference between $68,512 and $25,470, ae go he a 
se ee, eG find how long the total reserve (insurance) will last, we 7 
“Sah eee . | ‘divide $63,512 by $4,694. The quotient .is _ 13.5. This means that ee hat 
gee ee ee . the insurance will be exhausted in 1314 years. No benefits can be 
TPE gy te, BREE . paid to the beneficiary if Mrs. L lives more than 13% years after =” 
se, he op retirement. Mrs. L, however, will receive $4,694 each Year ‘as long. . 
Vine. ee a Po ” Example 2: Let-us assume that Mrs. L. retired under Option ee 
-.- Ton the annuity and maximum allowance on the pension. (ay What 
is her- annual retirement allowance? (b) What. was the amount of © _ 
" the initial insurance? (c) How much will the penesiiany receive if - 
Mr L lives ten years after her retirement? __ a ee 
(a) Since Option I was taken on the annuity only, the Option oh a3 
oe | I factor,. 6535, found in Table 4, applies now to the maximum. 
eo  qanuity “instead of to the maximum retirement allowance. Hence, = | 
+ # . we multiply the maximum annuity, $2,562, by .8535. The Product 
a7 " is $2,187. This is Mrs. L’s $ reduced annuity under Option-I. "S'S, Tie = * es 
Mrs. L’s maxinhum pension was not affected by, this choice of a 
option: Heice, her pension: is simply the sum of hef maximum normal’ ss 
ee a ee * pension, $2,826, and her maximum. special pension, $112. The sum . 
wT of $2,826 and $112 is $2,938; this i is the pension part of her retire- 
~ vm si" +" ‘ment allowance. Her total retirement allowance under the option is a ae 
eee the sum of the maximum pensiori and the reduced — eats sw. 9 «a 
enw ee ae, 9, “eu $2,187, or $5,125 yearly for life.. | | 
eae ee gg ee ee (b) The annuity reserve (Mrs. L’s accumulated contributions) of 
<a a 4". was given as $30,000. This was the pa eines since Mrs. & 8 4 
ee, Pa _ chose Option I on the annuity only. - ee “a ee 
ee BG oe _ (¢) The-initial insurance (annuity reserve) was $30,000, Each de re 
. year the annuity part of Mrs. L’s retirement allowance is $2,187. Tf ° - ™ 
she lives only ten years, she will have received from the amnuity) | 
_Feserve ten times $2,187, or a total of $21,870. The beneficiary.will 3) 4 = 
__ then receive $8, 130—the difference between $30,000 and $21,870. ; fa re 
‘How long will it be before the. aimnuity reserve is exhausted?  - ee a 
We divide. the original ‘annuity reserve of $30,000 by the annual-- oe - 
“annuity of $2,187. The result is 13.7. This means that the annuity 
> reserve will last 13.7 years. After 13.7 years from thé date of Mrs. . 
 L’s retirement, no benefits can be paid to the beneficiaries. However, | 
Mrs. L will continue to receive her original, nechacedt retirement allow- 
ance ‘of f $5,125, « even if she lives to age 120. os, 
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a ° © | ‘THIS IS MOST IMPORTANT FOR TEACHERS, IN ACTIVE SERVICE: 





To protect his dependents in the event that an emergency retirement - 
_ becomes necessary on account of serious illness or, accident, every == 
teacher who has dependents should have Option I on file at the 
. Retirement Office. Before retirement, the teacher. may change Option 
__», 4 to any other option or to maximum retirement allowance. -- 
_. . If the teacher at any time wishes to change the designation of a 
. beneficiary to receive the benefits under Option I; he should file a - 
- new Option I form without delay. This may be done before or after ae + 
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"OPTION I- SERVICE.RETIREMENT == 
-~BENEFIT PAID AS aN \NNUITY . aie 





AX AMENDMENT to the Retirement law enacted i in 1962 gives 
| a teacher who retires under Option I and his designated bene- 


| ficiary an important right previously not available to them. eee 
It will be recalled that Option I guarantees to the beneficiary 
> the amount in the annuity reserve, the pension reserve, or total- 
reserve, LEss the sum of monthly payments to’ the retired teacher. — 
_ Formerly, the balance in the reserve under Option I could be — 


ae paid to the beneficiary only in the form of a lump sum. Under the 
"1962 amendment, the teacher may elect to have the balance paid — 
- to the beneficiary either as a lump sum or in the form of monthly © 


any time before or: after retirement. - ‘ 
If the teacher has named a. beneficiary to receive the benefits | 
_, lander Option’ I, but ‘has not elected to have the balance in the 
__Teserve paid to his beneficiary in the form of an annuity, the beno- 
eee a ‘ficiary, upon the death of the retired mache, may elect to receive 
/ \ "the money ‘as an annuity for life. - ae 
On 'the other hand, if the retired teaches has elected to have 

the benefits ‘under Option I paid to his beneficiary as an annuity, 

- the beneficiary may not'receive these benefits as'a lump ‘sum. There 


in the reserve at the time of death of the teacher is less than $10,000, =. 
payment: to the net will be made. only in the form, of al! 
ae lump sum. | 
io if two or more beneficiaries’ are named to receive the benefit | 
oe “under Option I as an annuity, the balance in the reserve available 
* _ for each must be ‘at least 7 otherwiae, ¢ each ‘beneficiary will | 
° _Feceive. a lump sum.” . : 4 
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annuity payments for life. The teacher: ys make = election. at- et és we 


~ is one exception to the right of selecting an annuity: If the balance / a 
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-, of a beneficiary who is incapable of handling large sums of money : 
_ judiciously, or in the case of a ewe, who might be ene 
7 by unscrupulous persons, . 
Ec This right now becomes even ‘more important, in the case of a 
‘teacher who dies in service under the provisions of the “Death | 
_, Gamble” law. (See Chapter 19.) In this ‘case, the total reserve’ ‘payable - 
- to the beneficiary is usually more than $50,000. 

'. . . It should be kept in, mind that, where an annuity is chosen fora 

| beneficiary, should the beneficiary die after the death of the = 
‘no further rey can be made to anybody. | 


‘SOME ADVANTAGES 


This new right to have the balance of the r reserve under Option 7 


I ‘paid i in the form of an annuity is especially important in the case 


ae CALCULATION ‘OF ANNUITY TO BENEFICIARY. . : 
The new Option I law prescribes that the table to be used to 
_.°. calculate the annuity to,the beneficiary under this option shall be 
the same as that used to‘calculate the: annuity payable to the bene- 
'., «. ficiary under Option, A. (Option A provides that, in the event of a _ 
' - teacher’s death before he’ becomes eligible for service retirement, his 
~ “accumulated contributions, or death benefit, or both, shall be paid in 
-£* the form of an annuity to a designated beneficiary for life.) The 
_.* table used:to determine the annuity to the’ beneficiary «ander Option 
. Ais Table 24 in Chapter 18. Table 6, piven. beldw. to facilitate 
the calculation of the annuity to the beneficiary under Upeen I, iS 

 identical-with Table 24. . : 

-: The annuity to the beneficiary will depend upon ‘the sex wnt 
age of the -beneficiary at the time of death .of the retired teacher. 
It will_also depend on the amount remaining in the teacher’s reserve 
at that time.’ The figures’ are less favorable for beneficiaries of three 


- .percent contributors (those appointed after June 1947) than for bene- 
 ficiaries of four. percent contributors (those ye before July 


e 1947). | 
Table 6 will enable one to determine ‘the beneficiary’s sadly 


annuity for life; beginning on the. date of death of the teacher. The 


- balance in the reserve available to the beneficiary is ‘multiplied ' by 
_._ the appropriate Option A factor given in the table. The result i is the | 
—— ‘payable to the beneficiary. ° 7 
| Mr. .M was appointed in. 1920. He retired. inv 
—- 1963. He selected Option I, naming his wife, age 58, to receive 
“othe benefit under the option in the form of an annuity. His total - 
. yesérve (annuity r reserve © plus pension reserve) on 1 date of retirement 
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OPTION A FACTOR. 
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Sa, he ee ae 7 lelaal ‘to $60,000. His retirerhent allowance under Option I was mt aie ee ke 
ae “ ~ $4,800 per year. He.died 5 years-after his retirement. ‘What was the - fea te Ul, 
ee ee ee eee! - amount of Mrs, M’s annuity? | ee ee ee 
eo Gata Eee ae : : _ Mr. M received. 5 x $4, 800 or $24,000 during the five years ac * Se oe ee 
Se Pe eee ue he lived after retirement. Hence, the balance in the total reserve at = 
ea go te eee oe the time of his death amounted to $60,000,Jess $24,000, or $36,000, lw 
thie a ee “When Mr. M.died, his wife was 63 years old. Table 6 shows "a t 
eg ete ae ie - that, if awoman. age 63 is the beneficiary under Option,I, she will == et eee 
i s . “receive an annuity of $.0887 for each dollar in the. balance of the 7 2s Goa, 
eo 7. ss pesérve payable to her. _— Mrs. M’s ney for life was $5500 ra a er 
eee ee ee x .0887,.0r $3;193. “= <* as 
TE Mir. Mi had not elected -to hal the benefit aia Option I 
er re a ee paid to his wife in the form-of an annuity, his wife, after Mr. M’s > tists 
= ee ge we ee death, could have elected to take the same. sunnity of $3,193 instead aoe Se 
eee a ee Pe, — lump sum of $36,000. - Pac. oy 2 
ae eg cue _ Example 2: —Miss. N- ‘retired. dies ‘Option 1 on me scemity Soe _ oo. * 2s 
4 a Te ~ only. Her. annuity ; reserve (accumulatéd. contributions) was $23,000. - = | Meda aces, 
ee | _ ~ , The annuity part ‘of the. retirement allowance that she received"after - ee oe 
as ae i “\ .." her retirement was $1, 800. per year. She named her sister to receive - 
a ee the benifit under. Option I in the form of an annuity. Miss N. lived 
ee ae : ns “10 years after her. retirement. What did the sister receive? pee es Mea, tO ee 
ae ie. : Miss N received annuity payments in the total amount of $18, 000 a ee ae 
a ee a, e, daring her 10 ‘years of:fetirement. The balance of the arinuity'reserve = ieee’ ee 
Ce eae tees on ‘at the time’ ‘of: her death was $23, 000 Jess $18, 000, or $5,000. Since, = 
= ee ae sunt is less than $10,000, the benefit under Option I will be eee: Vy tee oo ee 
eae : 7 to 6 the sister in form of a | lump:s sum only. | is a a 
eo ts “the. teacher should keep i in | mind that he may change | the | ee 
So * ae ee * detignation of his beneficiary under Option — I, whether the. benee 2) 
oe - ficiary 1 is to receive a a lump sum or an _—— any time ic ual or | i) i ee 
Moe “s o after retirement. . 2 he ee, 
Se TE a cnamed: bencfiiary dies,. and the teacher Niatiolun fails Oe Pe Se ee 
ee,  ealgnat another beneficiary. under Option I, the balance in. nee aa ao ee oa” es 
Oe Fee o ‘Teserves s will be paid 1 ina a sum. to the’ teacher's estate. | a? oe =, 
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IMPORTANT NOTE -"ytu* & a 
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CHAPTER 9 
OPTION I- -SERVICE. RETIREMENT 


was A TEACHER chooses Option II or Option III, he wants . 
¥ _ his surviving beneficiary.to receive a fixed monthly amount 


ae : for- the remainder. of the. beneficiary’s life. 
"-* . These options may be chosen for the entire retirement allow- re 


“ance; they may also be chosen: for only one © part—for the pene: or 

“for the annuity. 

| If Option II is chosen. on the entire retirement. allowance, then 
the beneficiary, if he survives the teacher, continues to receive the. 

” game monthly amount that the teacher had been receiving. Under 

“ Option III, the beneficiary would ‘receive monthly only half the _ 


=. monthly amount that the teacher had been receiving. | 


Example of Option II: Miss A retires at age 64. She is in- a 
formed that her maximum allowance will be $400 monthly for life. _ 


_- She‘ chooses Option II for her. sister, age 62. Miss A’s reduced allow-. 


ance will now be $303 monthly for life. When she dies, her. sister, 


_ if she is alive, will continue to receive $303 re for the remainder , 


of her life. . 


- after the date of retirement. Should the beneficiary predecease the ae 


-~ retired téacher, there will be no change inthe teacher’s-retirement 


allowance. and all ‘Tetirement ee will cease with the teacher’ s 


© as 


"REDUCED ALLOWANCE: UNDER OPTION | 1 Pap 8 Gar 
“Teachers who wre appointed before J aly 1 1947 can determine: | 
“their reduced allowances under Option II by using Table 7 or 8 or 
9 or 10. Table 11 gives some Option II factors for teachers. appoi inted. - 
after June. 1947. A comparison of the Option II factors in Table. . 
~ 11 with the corresponding Option II factors’in Tables 7, 8, 9 and | 
10. shows: that the Option II factors, in the case of service retire- _ 
amierit, are aLways lower for; three’ percent ‘contributors (those ap- _ 
“pointed after June 1947) than for four percent contributors: (those 
i. -, Sppolnted before July 1947). , : 
~The teacher must first determine his maximum pension: ‘and. | 
. his maximum annuity. He then looks for the appropriate factor in = 


3 Q ‘one of: the tables. Finally, he ie the maximum — by the zs 
a Propeiate, Option 1 I factor. - | 
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| TABLE | 
: OPTION i! FACTOR . : 
MALE TEACHER WITH FEMALE BENEFICIARY. 
‘Service Retirement — 


= Applicable to Teachers Appointed before July 1, 1947 
“Note: L “Teacher 55 means that the: teacher's nearest age at retirement is 55. 


2. in first and fast - ‘columns, ‘+410 means beneficiary is 10 years older than. 


teacher; —10 means beneficiary i is 10 years younger than feacher. 
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‘she Survives hi} 


* to receive $4,512 per year for life. 
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ot “ee ae - Note: I. Teacher 55 means that the teacher's nearest age at retirement is 55. 
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TABLE 9 
. OPTION ll FACTOR 


Service Retirement 


he Be ke Pye <A pr eren. 2 ae ae a ee 
a : : 


Applicable to Teachers Appointed before July [, i947 
teacher's nearest age at retirement is 55. 
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+10. means benefic 


Teacher 55 Teacher 60 


+9209. 


9083. 
9016 
(8946 


6875 


$802. 
(8727 
8651 
(8573 
8493 
943 
0333 


£251 


~ 8170 
£089 
. 78008 : 
69926 
* 7845 
.  .7687° 
, 610 


. 533 


457 
_ 7304 


73 


. 6975 
: te 7 
oa 
- 6238 
g, He oe 


(9237 


- 9097 


. 8945 


9023 
($864 


8693 © 


8605 
6514 


68421. 
8327. 


8136 


8039 


9942 


67845 
oo 7748 


+. 


. 9652 | 
557 


>. 


7188 
7099. 
7013 
6613 


A271. 
5985 


‘| 
| 


5750. 


r 


. 7369 os ‘+, 7104 ‘ 
7278s C996 


| 6888 os 
- 6784 - 


Teacher 65 | 
9267 


9194 


- 9116 
-9034 


8945 


8855 

8760 

8651 
68559 


(8347 


8237 
8126 


8012 


. 1899 

A784 

. 669 
7554 
7441 
1327 


6200 
5812 


54820 


5214 


vd? 


ry 5. years older is 


her sister, ‘if she survives, 
as ong a8 she I lives. | 


_ Teacher 70 - 
9302 . 
9224 
69139 

— 9050 


984 


8854 


O47 
/ - 8636" 


8520 


a 
- ‘ 
6401 


| 8277 
(8149 
— 8020 — 


| 67888 


(755 
4621 
(7486 
- 4350 | 
217 
6951 . 
6821 
- 6693 — 


aod 


6568 


$324. 


5777 


5318 | 


4944. 
‘ 4644 


HER WITH FEMALE. BENEFICIARY 


ty jeune meg 


lary is 10. years older than 
10 years younger than teacher. : 


Beneficiary 


+15 
+14 


$12 
+t 


|. 0 


+ 
«> 


@ 


tboeeeeese 
SN OTAWNOCKNUWATO NES 


I 
0 


fidtt 
WN = = 
OUusus 


a 
=w35 
. & 
’ 


A woman. 1 of 60 retires, naming’ her sister, 
“ under ‘Option IT. If this teacher’s maxim 
_ ment allowance is. $5,000, what will she receive under O 
- » In Table 9, the Op 
_ with a female berieficia 

receive $5,000. x .8421, or 


age 65, - 
um retire. 
ption II? 
tion II factor for a female teacher of.60: ~ 
8421. The teacher will 
$4,210 a year for life. Upon her death, 


will continue to receive , 210 annually 
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TABLE Tt 
- OPTION il FACTOR» 


MALE TEACHER ‘WITH MALE BENEFICIARY = 
Service Retirement _ : 


, - Applicable to Teachers Appointed before July l, 1947 
‘Note: |. Teacher 55 means that the teacher's nearest age at retirement is 55. 
2. An first and last columns, +10 means beneficiary is 10 years older than 
teacher; —10 means beneficiary i is 10 years younger than teacher. 
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wa  Beample: _ A man retires. at age 55, naming his. brother, age 
o 60, as beneficiary under Option II. If the teacher’s maximum retire- .- 


“Ment allowance is $6,500, what will he receive under Option II? 
In Table 10, the Option II factor for a male teacher of 55 with 


a male beneficiary 5 years, older is .7791. Therefore, the teacher : - 


q will receive $6,500 x .7791, or $5,064 a year for life. Upon his death, 
his brother, if he survives, will continue to receive e $5, 064 a a year as 
_ Tong. as he me ee : | 
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= ANOTHER. COMMENT ON OPTION I -, 
7 | <The patient reader has noticed that many combinations of - 
ti” teacher and beneficiary are missing from the tables. It is indeed 
_-.._-* dimpossibfe‘to give all combinations. A fairly approximate calculation 
~ .. » €an be made for most situations. Two. examples will be given: . 
ot, + [lustration-1: Mr. MM retires at.age 64; he -hames. his wife, . 
hie! "age 59, as beneficiary under Option IT. Mr. M’s maximum allowance. | 
-.. + is $7,000 yearly. What will he receive under Option II? ~ 
We turn to Table 7, which gives Option II factors for a male 
eee ne ee __ teacher with a female beneficiary. No column is given for a teacher, a. 
es age 64. We therefore look to the nearest column, age 68—only one  =—ssg ae 
year. rémoved. The beneficiary is 5. years ‘younger. We use the:, =... ° 
_ combination of teacher 65 and beneficiary 5 years younger and find 24° ae * 
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_. the option factor .6208. Hence, Mr. M will receive $7,000 x .6208, oo Te be 
or $4,346 yearly for life. A more accurate calculation (witha more ..: . 
complete table) would result in an annual allowance of $4366 - =< 
_ annually. In other wo Is, using the combination, of age 65 for the | } 
_ teacher and 60 for his wife gives a close approximation.* - ee |G 
+ Illustration 2: Mrs. F retires at age 62 and names her husband, 
age 73, as beneficiary under Option II. Mrs. F can receive $6,000 _ 
| a a % ee yearly on maximum allowance. What will she receive under Option II? = ts go a / 
tie oe ee Table 8 gives ug Option IT factors for a woman teacher with se 
alle beneficiary. We don’t find a column for a teacher, age 62, 
/-s ‘Teacher 60 is the nearest column. Her husband is 11 years older | 
2°. than Mrs. F. A woman teacher of 60 with a male beneficiary 11 years 
|. | older gives us the factor .9198. Now, $6,000 x .9198 yields $5,518 for a ee 
~ | Mrs. FBLA more complete table would give us $5,523 as theanmnual tis oe ss 
“+ allowance for Mrs, F. Ao ll ll SC | 
+. It is clear that the use of a neighboring column gives a fairly 
- __ +. lose approximation. It is important to note that the difference in 
oy age between teacher and beneficiary is most significant. 7h 
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: oe 2 7. * The reader with more training in mathematics might prefer-to use interpolation — 
% ~f..e _ "to find the Option II factor for a combination of teacher and beneficiary that 
oo sof _ .. does not appear in the table. . ao we. 6 _ & . 
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| SEVERAL OPTION It FACTORS’ eee 
“Sey Service Retirement —s mo 
Dae = 3 | "Applicable to Teachers Appointed ‘After June 30, 1947 
ee er M60 F55 means a male teacher, age 60 at pelemesty, 

oo OS with a female beneficiary, age 55.) 


- Option Il a 
Factor — | 


-# 


Teacher and | | 
Beneficiary - 


: Teacher and Option iT : a : . os 
- Beneficiary — Factor —-_ = 
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M55 FS5 


. M60 FSS 
M68 87. 
(M65 60 


~ M65 Fé2 © 


M70 F55 
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M71 F69 


. £65 M55 


MIO FSB 
6331 


6742 
” 6 6161 : 
6500 


6686 
£045 
.63 03 


6049 
6352 . 


Ne 


5490 


0339 


F65 M65 
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cy '. F60 M60 (020-°¢=~-:~CO : M60 M25 _» $02 6 Ny ko 
: F906 2 ae 


“ M65 M70 | 


a M70 Mé4 


oi, % tee ee - Beample Is hs ‘man; appointed in September 1947, retires | a 
wee a. ae 65, naming his wifé, age 60, as ‘beneficiary under Option ios 2 

_ #0 Uf hissmaximum retirement allowance i is $7, 000, what will he receive . § oer so 
a a aa under, Option II? . oe ee + ee 
gf we 5 Since the teacher was s appointed after June, 1947, we © se Table ee, 
4.0.8 9°) “SL The Option II factor giveii in the table for a male teacher of  ~ | 

_- ‘65 with a female beneficiary of 60 is .6046. The teacher will receive 
$7,000 x .6046;- or $4,232 a year for life. Upon his death, his wifey 
>> if she. survives, will continue to receive $4, 232 annually as 3 long as ee ee 
she lives: ’ i ee 

_ Example 2: A woman of 60 retires nde Option II, ‘naming a? ee ee 

_ her sister, five years older, as beneficiary. The teacher was appointed 3.) ss 
in 1948. Her maximum retirement allowance is $7,100. How much * °°... : . 
shill her reduced retirement allowance be under the option? | | 
Pee ‘We use Table 11 in this case also. The Option II factor fora me 
= female teacher of 60 with a female beneficiary of 65 is 8365. Hence, = . 
.. the: teacher will receive $7,100 x .8365, or $5,939 each year for life. 
Upon her death, net .e sister will continue to receive $5, 939 as s long yoo = 
“as she lives. se  & . | = , iy Cee Fy 
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OPTION M- -SERVICE RETIREMENT. + #ig 3 fa 0, 


oy III is similar to Option i in that it provides the ‘aa a rn Cr re oe 

ficiary with an annuity for life. The beneficiary under Option III =, 2° fe + 
os tS ee receives. one-half of the amount received by the teacher. Hence, the 
Se ee a __. teacher’s maximum allowance will not be reduced as much under 4 #85) “ae 
ae Option TIT as under Option II. He ee ee 

‘".. ‘The teacher must be reminded that, in the case e of Option Ili, ee Be 
:. .» a8 in Option II, if the beneficiary’ predecedses ‘the retired - teacher, Se oe at ee 
a . another beneficiary may not be substituted and there will be no 9". oe 

oe ee 8 ee —— in the teacher's ‘retirement. allowance; upon the ‘Tetired Ce ee | 

7 ata a a _ teacher’s death, all retirement ‘Payments will cease. 2s 43° « @.2 # . oats 





~ REDUCED ALLOWANCE UNDER OPTION MW a Oe. * - 
| ‘When an option: is chosen, the maximum “allowance of the | 

- teacher i is multiplied by a decimal called the. Option Factor in order ie 
to obtain the teacher’s reduced allowance. For Option III, asin = _ 
Do ~ Option II, the option factor varies with _ age ‘and Sex of both. a re ee 

oe ee a ‘teacher'and the beneficiary. Soa F ge ee 
nn oe fag “Tables 12, 13, 14 and 15 give*the. Option. 11 factors; a ap-: ee ee 
ee > plcable ta-teachers who were. appointed before July 1, 1947.. (four — ge ae yg ee 
ee ae Ei. percent contributors). Table 16 gives Option Il factors for. teachers ~ ee a, ee 
oe cee = -appqinted on and after. that date. (three percent contributors). A/ =e 5 0 ie 
ete ee ee et _ Banton ct Opi IH factors in Table 16 with the correspond: ey 
ow ee -,Ing Option’ TIT factors in Tables 12-15 shows that’ the Option III. an Se ho ae es 

a = ES + factors, in the case of service retirement, are. ALWAYS lower for three .. Se oe eee 

a _ perent contributors ‘than for four percent contributors. - | a ee aw ee ee 
my - soe a The: teacher: Inust first calculate his. maximum pension; a oe 2 
cn "maximum annuity, or both maximum pension and maximum.annuity, =; oe een 
| > He then. multiplies the maximum. pension, or maximum annuity, = 
fe ie or both by the appropriate Option ITI factor given in one’of these | ° ae 
. )- tables. The result is the reduced : allowance under Option, ‘III. Upon _ 

"1 “¥>| the death of the retired'teacher, the beneficiary, if he survives; will = ee 
A OS. peeeive monthly for life one-half of the monthly amount that the o 4a ee et 
<4. , . teacher had been receiving. © ~ 2 ‘ue See a | 
/. For a combination of teacher and beneficiary not given in Table ot ee 
ee, “12, 13, 14 or 15, the reader may use the same ‘mefhod ‘of ap- } 
oe, — the reduced retirement allowance 2 as ‘that illustrated on 
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TABLE 12. 
OPTION Ill FACTOR . 


MALE TEACHER WITH FEMALE BENEFICIARY — 


Applicable to Teachers Appointed before July 1, 1947" 


Service Retirement 


| Note: 4. Teacher 55: means that the teacher's nearest age at retirement is 55. 
2. In first and fast columns, 410 means beneficiary is 10 years older than. 
teacher; —10 means beneficiary, is: 10. years younger than teacher. 
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“(aie 12 continued on next page) 
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A man age 62 retires, naming his wife four” years 
+ younger as beneficiary under Option ITI. If his maximum retirement 
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‘allowance is $7,000, what will his retirement allowanice be under . 


- this option? 


“In Table 12, the Option | nT factor for a ii teacher, age 62, 


a 
ws 
* 
‘ 
1 
f 
a 
a 
; rr eee SPE tre rh eTeere ieee RAT ET Ot cee er soe ee en age + 0 NE NOR ean reser ses! var ope 2 meee eS ee “epe seeing ey 
: * te Avs te « at 4 i % Fi . ' 2 —~ te 
tas ame tame ves bree tees - F atye, s , ‘ ae ‘ . po ee 
‘~ 


bt, with a female beneficiary 4 years younger is :7806. The teacher will 
receive $7,000 x:.7806, or $5,464 per year for life. Upon’ his death, 
_his wife, if she survives, will receive half as much, 83,7! 7132, — 
as long as she lives. 
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4. 4; -. allowance is $6,600, what will he receive under Option TI?’ 
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with, a female beneficiary. 2 years older is .8285. ‘teacher will . 
receive $6,600 x .8285, or $5,468: a year for life. ’ pon his death, _ 
_~ his sister, if she survives, will seceive half as much, or $2,734 each ‘ 
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Ss ee | ~ Bxample: : “A: woman of 65 retires, naming her sister, age: 60, | 
poy Re as s beneficiary under Option III. If this teacher’s maximum retire- | 
"y+ ment allowance is $6, 500, how large is her retirement allowance : 
Ee “3 -. under this option? _ 
! "a os In Table 14,. the Option 1 factor for 2. of 6 
- with a female beneficiary 5 years younger js .8382. The teacher will — 
‘ s geceive $6,500 x .8382, or $5,448 a year for life. Upon her death, 
fe ther sister, if she survives, will receive half as much, or 2, 124 per. 
| year as long as she lives. | 
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‘f. Teacher 55 means that the teacher's nearest age af retirement is 55, — a 
2. In first and last columns, +-10 means beneficiary is 10 years older: than 
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Example: A man of 65 retires under Option Il, naming 


In Table 15, the Option III factor for a male. teacher, a age 


- 65, ‘with a male beneficiary 9 years younger is 7670. Hence; the... - a 
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‘Upon his death, his brother, if he survives? will receive half “as. much, oe 
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ae )PFION. IV-b is sometimes relerved to as ihe ‘dife insurance” 
we 2 ee a a - option because, like life insurance, .it-provides that’ a’ specified 
te eee Ee lump. sum shall be paid t6 the beneficiary (or the estate) ‘of a retired 
BE a ek es " ‘teacher upon his death, Also, since January 1, 1962, a teacher retiring | 
rr are, ma os under: Option IV-b may, under, certain conditions, elect to hate ° 
soe al Specified lump sum. paid i in the form of an annuity toa designated - 
ue |e ee a this right 3 is . sinter to that available me most insurance 
= “ enerrr PAID. AS A LUMP SUM . 7 ar oe 
a Y ‘The teacher’ choosing Option IV-b »may provide bat i his bene- _ 
 ficiary shall receive a lump sum of $1, 000 6r-any multiple of $1,000; 
sa at hee - however, the lamp sum may not or Teserve (total 
fe es oe —_ ~~. contributions of the teacher plus interest). = 
SAS im the case of other retirement options, the cost of Option 
Rohe CU . IV-b depends on ‘the age and sex. of the teacher and, of. pone. on 
a A or oe " the amount set aside for. the ‘beneficiary. . ee 
= | i : | e ‘ “Option IV-b provides that a ‘fixed sum, selected by the teacher, | 
 ghall be paid. to the beneficiary or estate upon the death of the ~ 
_ teacher, regardless of ‘the number of years he lives after retirement. It ~~ 
‘ds particularly useful in the case where the teacher’s probable span 
—  . +”. of life, based upon his own. health and the history of longevity in his — 
7" ws family, is of normal length or bettér. Some teachers with no depen- — 
* ts dents have chosen to leave a small fump sum, say $2,000 or $3,000, 
7 ae ee under this option to Py for funeral and. other: final a. meee 


COST OF OPT ION Vb 


8 . ‘Table 17 enables a teacher to calculate his a retirement 
_ allowance if he | retires for service under Option I IV-b. | 
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pS Gonsulting Table 17, we find that, for a woman teacher, age ee Be 
oe Nes * §7 and. appointed before September 1943, the cost per fear foreach «> s* Bb 28 tae ee, 
Te oe ee ge $1,000 under Option IV-b is $39.64. Hence, $10,000: will cost Miss © < — 2 : | 
Doe Re about $397, Her retirement allowance will accordingly be reduced | at 
oS... from’ $5,000 to $4,603. Upon her death, her niece will receive.a oe 6! 
age No #0 Huimp sum of $10,000. Miss R may substitute another beneficiary at iw 
er a ee |. any time. If her niece predeceases her and no. — beneficiary is te a 3 woo 
-, .' Named, the sum of $10,000 will be paid to Miss R’s estate. at oe Sag ee 
| > Example 2: Mr..S, appointed. in 1944, expects to retire at. 
"++ age 65 under Option IV-b. Assume that’ his.maximum retirement 6° pty 
ee oe... ‘allowance will be $7,000. ‘If he should: naine. his son as benefitiary ies 
aha? a or 2 _to receive a lump sum of $15,000, how much will ‘Mr..S receive st. a oe a 
-. =" aS @ retirement allowance? ea, a ee eg oe OS - | 
ge Brom Table 17, a male teacher, appointed after August 1943 and (Yk 
oR , -».. before July 1947, retiring at age 65, will pay $64.89 yearly for each — Ge oes 
es ras 2 ee $1,000 reserved’ for his beneficiary. Therefore, $15,000 swili cost Mr. Be eee ee ee 
fr es § 15 x $64.89, or about $973. His maximum ‘retirement allowance __ oof ae ee 4 
on * © * 71% eee $7,000 will be reduced by $973. Mr.'S will accordingly receive — , * en” 
Ss + $6,027 annually. for life. Upon his death, his son will receive a lump = |. 
a a a. sum of $15,000. The beneficiary named in the option may be changed ss 
-, >. bythe teacher, even afterretirement. = 8 8 8 | = |. 
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tire @ 2 = tt a In the opening paragraph of ‘this chapter, we stated that a oa ote -* 
5. Ss, teacher retiring under Option IV-b may, under certain conditions; 69s. 
oe Oe | ect to have’the lump sum specified therein paid to the beneficiary = ae a 

of in the form of an annuity for life. This right was granted by‘ the Le 2 ee 


6 


ans ee Retirement Board shortly before the State Legislature amended the ae 
i a Retirementlaw ‘to’ permit a benéficiary under Option I to:receive = * 1 i | - 
 ' s+ *- amannuity for life iristead of alump sum. = a 
(@. eae 3 oe __ These-two new options (Options I and IV-b with the benefit $= -, ee 
asa f+ payable as‘an annuity) are ‘valuable additions to the list pf options ww 
SN _; «OM retirement that have hitherto been available to teachers. es eo ee 
ge gO ea _. , ‘The right to have the bénefit: under Option IV-b paid inthe oe er ee 
fos. 4 ¢. 0 +. form: of an- annuity assures the teacher that his beneficiary will: ‘a oe 3 
“ess recéive regular monthly income for life. "This right is-especially 8 8=8=8 29° © 4) 
-. og.+ + useful in the case of a beneficiary who is ingapable ‘of handling. = 3 = i wt 
_ large sums of money prudently, i es, See le } 
/ .._+. However, it must be remembered that, where an amuity is © oe 
{- + chosen for the beneficiary, should the beneficiary die afterthe decease 8 
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e DITIONS 1 TOBEMER se ; 
- | The special conditions amdee which the benefit ale nein 7 


ae ~IV>b may be paid i the form of an annuity are as follows: _ ey 

— oa ao ARE. The specified lump sum reserved for’ the beneficiary. who | | 

ee a ae x is to receive, an. annuity ‘under. Option IV-b must be not less than | 

Motes 2 "$10,000. *s . 

ie he ee a + ~ 2, Not more than thrée ‘Gieeine shall have been designated a 
ef 2 ee _ at any time to receive. the lump sum under: this. ‘option, - ee 


i. orn oie oo _ ve 9G. If more than one beneficiary was “named : to ‘receive there. 6% - 
a get ay oe “specified lump. $urh, the teacher may- elect, cither at the time of" 3 
a ot Poe yg oe - “x Tetirement: or on a subsequent date, to eliminate all but one of the | 0 * 
eo 8 i ~~ designated beneficiaries, and ‘to have the lump sum paid to the Sg Oe 
% on ee | remaining beneficiafy, in the form of an annuity for life. eh ON 
a : - 4 Tf the beneficiary designated to receive. an annuity under , 
ire, eee _.,.. this-option predeceases the retited teacher or if the retired teacher’ 
A degines to change the beneficiary, the bencfit will be paid in the form ~‘ 7 
eae, Mgt oa, _ Of a lump sum only-to a néwly designated. ‘beneficiary or beneficiaries - 
| "Or, in the absence of such designation, to the teacher’ 8 Re: aa ee 


a a rare CALCULATION OF ANNUITY: TO BENEFICIARIES - a ar 
eS ae, Oo, The Retirement Board resolution relating to Option IV-b requires 3 
pee ae ee os that, as in. the case of Option: I,; the table to be used in. calculating a a 
oe ee ee the anhuity to the beneficiary under Option IV-b shall be the same . 2. 
“sag that used to calculate the annuity payable to the beneficiary under | 
. 2 eee a4 ne ~ Option A. The table used to. calculate the annuity to the beneficiary - 
See gt en) Oe, under Option | A.is .Tablé 24 in Chaptgt 18: Table 6, given‘in 
pa es a ee Chapter 8, is ideritical with Table 24. Either. table may be weed. We 
ne 2 Be Lic. oe oe te 7 | ~ shall refer to Table 6 in our discussion below.  * tp 5 wha, 
2 ee Care o as ae The annuity ayable under Option | IV-b. depends on the age ie ae. 
a ee ee a --and sex of the be eficiary at the time of death of the retired teacher. . - i 
oe eee . It.will, of course, also ene on the amount of the ¢ lump sum payable. Se 
oe ere “ae the beneficiary. caer 
a ee "Table ¢. will | enable’ one. to sliaiena: nefictary’s anal ee 
“ie a» 4,” Bee 8 sates béginning on the date of death-of the teacher. The lump: - * 
ee sum is multiplied by the appropriate Option A fa or given in the 
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BS we tee << 7 | stable. The' result is the beneficiary's annuity for jife..)- ~* 3; 
Een A ae a i : Example 1: Mr. TT, appointed in 1925, retires at asd 6 64 ke ee 

ss gs) * ander Option IV-b. He named his two sisters, Miss A and Mrs. B, °° - 7 
: ‘ag beneficiaries to share equally after his death in the lumpsumof ‘+ : - 
tes ee -, $20,000 specified in thé option. His maximum retirement ‘allowance 3) 





a © s =o | “ is a $6, 800 per year. What i is Mr. T’s reduced retirement t allowance? 
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First, we ‘shall determine the. cost to Mr. 
> $29, 000,. Using Table 17; we find that for a man of 64,  aPEointed 
~ before ‘September | 1943, the cost’ of $1, 000 lump sum u 
_EV-b. is $70. 36’ per. year: ‘Hence, the cost of $20,000 
IV-b is 20 x $70.36, or about $1,407 per year. 


| a Was retirement allowance is $6,800- less $1, 407. or $5, 393, 3. 





ae “Example 2: Referring to Example 1 above, one 
> his retirement Mr. 'T decides to have the lum 
- upon his death, to Miss A inthe form’of an annuity, - 
Mrs. B as a beneficiary. Mr. 
is 68 years-old. How large is her annual annuity? 

‘When Mr. T dies, Miss A. is 68 


T of Option 1 IV-b for 


ai er Option’ 
der Option : 
‘Mr. T’s ‘reduced - 


year after 
mp sum of $20,000 paid, _ 

thus eliminating. 7 
T dies several years Jater when Miss A ap 
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years old. Her annuity, will " - 


- calculated by using Tabl 
- 68 who is the beneficiary. 
_ year for each dollar in the 


e 6. According to this table,. @ woman of . 
under Option IV-b will receive $. 1042 per - 
e lump sum specified in the Option. Hence, _—_. 


life. 


_ Miss: A will receive $20,000 x -1042, or $2,084 per year for 

' Had. Miss A died 
‘tae the benefit under Option IV-b paid to Mrs. 
_ person; but, under present regulations, 
ama sum. If Mr. T failed to name a* 


new beneficiary after Miss 
| _A’s ‘death, the lump sum a would. ae, 


to. Mr. T’s estate. 


> IMPORTANT NOTE 7 


_ Although Option IV-b has been. selected 


“recent years, all teachers are urged. to have Option I on file at the 
Retirement Office. This is recommended in order 


«Protection. for dependents. while the‘ teacher is in active service, At 


_ Tetirement, — I may be —— to nen IV. adh or to ” other | 
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by'n many teachers i in 


to provide maximum — 


‘before Teacher T, he ‘could have elected to 
B or to any other | 
it could be paid only in a 
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both the pension reserve and the annuity reserve are guaranteed ‘to 
_ the teacher and his beneficiaries. If the tes 
Land _does not, before he dies, receive the full amount in the pension 


= m may. ‘select Option - I on the Annuity only. 
reserve is guaranteed. | 
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_oPTION W. SERVICE RETIREMENT 


PTION LIV, despite the cite IV, really is a ine ) a 
- the’ Option I family. There are four members iti the family: 

1... First, we have Option I without any modification. Here. 
tired teacher chooses Option ~* -_ 


and annuity reserves, en. the balance must be oe, to his bene- 7 


. _ficiaries. a : _ 


2. The second sani’ in the Optic n. ' family is Option I on_ 


| ‘the Pension only: Here only the Pension or, city reserve is guaranteed 
_ to the teacher and his beneficiaries, 8 





3, The teacher may choose the third type of Option I. He ae 
— only. the Annuity _ 


5 == 


4, “The fourth member of. the family ‘called Option IV-c., 


. Here, too, only the Anhuity reserve is guaranteed. ‘However, under 


this option, the guaranteed reserve decreases more rapidly than under 7 — 
Option I on the Annuity only—about twice. as rapidly. An illustra- 


- a tion will best clarify the difference. 


Example: : Mrs. T retires at age 62. If she chooses, no option, 


_- she is entitled: to a retirement allowance of $6,01 yearly—consisting : 
ofa city, pension of $3,300 and an annuity of $2,715. Her annuity 
_reserve is $30,000. This sum represents Mrs. T’s contributions during 
her teaching j years, with interest added. This teacher has two relatively . 

os inexpensive plans for guaranteeing this $30,000-resérve. 8 


Plan A. Mrs. T chooses Option I on the Annuity only. Under ; 


_ this choice, her pension will remain $3,300; her annuity will be_ 
_ reduced.to $2,283. Her total annual allowance will then be $5,583. 
_ Her’ insurance at the time of aetirement will be the annuity resery 
of $30,000. ‘This insurance will be reduced a by the b yearly, 
a anna. of $2, 283. 
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at The Caeebonding ares, for these. appointed on and after July. 1, 1947 are. 
somewhat smaller than those shown a 


a 


‘ : 


«$5, 036 yearly. 


If Mrs. T should die five years after retirement, the annuity = 
- reserve will be reduced by 5 x $5,036, or by $25,180. The bene- 
| ficiaties will, then Tegeive the difference between $30, 000° and $25, 180, 
or $4,820. | | 
Note that Option IV-c j is less expensive than any of the’ other 7 
"selections under Option I; however, the i insurance kom — de-_ 
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_ creases at a. faster rate. St 
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- Applicable to 5 Toashers Appointed Before July I, 1947 
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a TABLE 18 | 
" OFTION IV-c FACTOR | 


ons if Mrs. T should live ak five | years ini retirement, tne Gait 
reserve will be reduced by 5.x $2,283, or by $11,415. The bene- 
 ficiaries will then receive ow between $30, a0 and $11, 415, | 
-. or the sum of $18,585. . 
Plan B. Let us now assime that Mrs. T, ones the facts given 
vs above, chooses Option IV-c. Her pension will again remain $3,300.. 
*. Her annuity will be reduced from a maximum of $2,715 to $2,518; 
her total annual allowance will now be $5,818 (as compared. with 
$5,583 under Option I on the Annuity). Her i ‘ 
again be the annuity reserve of $30,000. However, this insurance 
will be reduced. more rapidly—by twice the annual annuity each ~ 
_ year—by twice $2, 518. The ‘reduction in the reserve will then, be 
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eos 2. OPTION IVc FACTOR ee Se 

Ce ee eg ‘Table 18 _ gives the Option IV-c factors. on : service retirement — 
4...” applicable to alll teachers wlio were appointed. before July 1, 1947. 
— “The Option I'V-c factors for those appointed after une 1947 afe. 






be ee , somewhat lower than ‘the corresponding figures show 
rere 2 ” ‘The teacher’s maximum annuity must be multiplied by 
-.  @ppropriate. Option IV-c factor’ given in the table. 
» the teacher’s reduced annuity under Option IV-c. ‘The pension from 


- » the eity must be added to the redueed annuity to obtain the teacher's So 


- .* . xetirement allowance under the option. 


2 Example: Mr. .W, who was appointed in 1920, retires at age | 

65, His annuity reserve amounts to $26,400. His maximum retire. | 
ment allowance is $6,500, consisting of an annuity of $3,000 and a 
pension of $3,500. What will his retirement allowance be if he chooses _ 


- : Option IV-c? | 


. about $2,657 per year. His pension will remain $3,500. His retirement 
allowance under Option IV-c will be the sum ' $2, 657 and $3, 500, 
or 56, 157 per year. — 

If Mr. W should die one year ie retirement, his beneficiary 
_+. will receive a lump sum equal to $26,400 less 2 x $2,657, namely, 


oo i “os i i on en will receive _—" less 4 x $2, 657, or 
pe 5 $15,772. 


| - to receive his retirement allowance of. $6, 157 for life. 


- - The chief advantage of Option IV-c is its low cost to the retired 
"~ teacher. Since this option gives protection to the beneficiary for a 


vestigate all available options before — that — se 
ee the most desirable ¢ one for him. | 


2 | .. ' { . ; 
i = . 
. <. ° 


72 


c ; 
ms Z e ae a 
» “tem, 
t rv) 
b 





RE NB ARIE a, EE DRA RC RRO IR: NE 


Fa eta i tele 8 Siu ._ 


in the table. - 


e product is 


. From Table. 18, Mr. W’s annuity will be $3, 000 : x .8856, or 


$21,086. If Mr. W should die at the end of the.second year after 


pat Pe ea ‘Each year twice the amount ‘of the laud annuity ($2, 657) 
Pee will be deducted from the annuity reserve. Upon the death of the . 
_ oxetired teacher, the remainder of the annuity reserve, if any, will 
__, bé paid to the beneficiary. At the end of about five years, theré will | 
' be nothing left for the beneficiary, but the retired teacher will continue - 


- : ‘comparatively short period, , a teacher with dependents should in- - 
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tf DISABILITY RETIREMENT ALLOWANCE =, 


’ +. Re ge ee 


, a ‘ : 


v 


08 NS et ee A TEACHER may be retired for disability if, after ten years of 
TEN city: service, he ‘is. physically or mentally unable to perform 
his school duties. = 8 ee ee ere ee ee 
|. A teacher retiring for disability receives a retirement allowance ee 
.- for the rest of his life. This allowance, as in the case of service _ he 7 7 oe : 
retirement, consists of a pension from funds provided bythe cityand = * . 
an annuity from contributions, by the teacher. _ See a4 a 
‘This chapter will explain how to calculate the ‘disability retire- _ 
ment allowance when ‘the teacher retires on maxitnum allowance; 2 
~.. that is, without an option: Chapters 15, 16 and 17 will be devoted, 2s 
~. - - * to- the calculation of the retirement allowance when the teacher> = 
-. ...- Chooses an option. Weshall first consider the annuity part of the 
Maximum retirement allowance. sess an 


. _ i ‘The annuity depends on the amount in the teacher’s annuity ss > 
Ue _. °° .°.° fund-and on the age and sex of the ‘teacher. Table 19 below gives 
es the annuity for each dollar in the teacher’s annuity fund at the time — ake 
_ 2), Of disability retirement. = = oe ee Bae ee, 
-  Tt will be observed that the annuity figures in Table 19 for those _ 
+ 4... appointed after June 1947 are smaller than'for those appointed = i 
Es prior to July 1947. This is due to the fact that for teachers appointed _- rn ee r 
| - . i. after June 1947, interest: on their contributions is credited at the = «= 
os 4. Fate of three percent per year, whereas the rate of interest on the 8 «9 pee Mee 
fo sis" gontributions of teachers appointed prior to July 1947 is four percent. i he ek pea 


~ 


a 


a ‘Should legislation be enacted granting four percent interest on con-_ 
tributions of teachers appointed after June 1947, only one set of 

_  -amnuity figures will be used for all teachers retiring for disability; $= «© - 
‘+ namely, the set on the left in Table. 19, which is now used exclusively = = 9 =| 

' for-teachers appointed prior to July 1947. its = 
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. Che ta oe . . “TABLE 19 ne 
Pes “ANNUITY PER DOLLAR IN ANNUITY FUND* 
| te Disability’ Retirement a 
Applicable to all. teachers except those eligible for service retirement. | 7 


| Teacher Appointed - Teacher Appointed "| : 
.” Before July 1947 Mer duet? 
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Bi RR ee 2a ot the teacher's maximum retirement ‘allowance. ars 

| 4..." A comparison of Table 19 with Table 1, which vez ‘the i 

: | ae > multiplier for calculating the annuity for service si ee 
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ls Inrgee” under service than under disability retirement if he ou a2" ‘or older. 
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- 2 Fe 
. °  . teacher who is eligible for service retirement may be retired for 
disability; however, in that case, the service retirement annuity table 
~ (Table) will be used. Pe ee | oe gw * 
es Example Ts . H, appointed in 1938 retired for disability 
7 at age 53. The balance. in her annuity fund ‘at: the time of retirement _ 
te =," was $20,000. How large is the annuity part of her retitement allaw- 


_ Table 19 indicates that for a woman of 53, appointed before 


us... Will: be $20,000 x .0793, or $1,586 ‘peryear for life. The city’s 
_ + + + contributions will provide the pension part of “Mrs. HY’S retirement. 
-, °.. allowance. (The calculation of the pension will be explained later 
ag gs Oman thischapter.) 0 a ee, 7 
og Example 2: Mr. J, appointed in 1948, retires for disability 
ff at age 54, Assume that his contributions with interest amount to 
“8 ee $19,000. What is the amount of the annuity part of -Mr. J’s retire- 
oss ment allowance? we ye te 2 eg 
~~ sMir. J was appointed after June 1947. Hence, the less favorable 
—, s:* ealumn of figures on the right in Table 19 must be used. This table 
"  ,) "shows that for a man, age 54, the annuity multiplier is .0776. Ac- 
yp sc. + cordingly, Mr. J’s annuity amounts to $19,000 x .0776, or $1,474 
,*)s... annually. for life. In addition, he receives a pension from funds 
- 3. +. furnished by the city. Together, the pension and the annuity con- — 


all . 


"|". stitute the teacher's retirement allowance. 


0 STH PENSION = 
.. +. ‘Phe pension part of the disability. retirement. allowance. is 
1", composed of two separate sums: (a) a normal pension resulting from. 
4 the city’s normal contributions and: (b) a Special pension derived 
_ * * + from the additional payment assumed by the city since July 1960, — 
. iferder to. provide the teacher with increased take-home pay. si. 


- ..". -s. Fora teacher under the old law” (one who has not elected 
"2. @GVerage under the Clancy law), the normal pension is 20% of 

os iis average salary plus, an additional 1/5 of 1% for each year of 

"*. Gity service in excess of 10. years. The maximum: normal pention 
_ iin his case is 25% of average salary, ee oe 

* +. For one who is covered under the Clancy law, the normal 

Pension is 1% of average salary multiplied by the number of years 
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aoe July 1947, the annuity ‘multiplier is .0793. Hence, Mrs. H’s annuity, 
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oe less than it would have been had he. not elected Ciiiey coverage. 
8. Kor example;- ‘Under the old law, a teacher wlio’ retires” for 
~ disability after 20° years of city service receives a normal pension of 
22% of his average salary (20% plus 2% for the 10 years in excess ee 
of 10: years of city service). Under the Clancy law it would appear 
oo. f wa. °s 3 that this teacher’s normal pension is 20% (1% for each. year of - er 
pL gepvice). Since the normal pensian\pf a teacher under the Clancy law — 
Mog Re hall not be less than it would have been under the old law, ths 
a ek a 2 ee teacher will receive.a normal we of — of his average —— . > 


e THE SPECIAL PENSION 
~. + Since July 1,. 1960, the city has been paying a part of | ea 
‘  teacher’s contributions for him. The city pays this ini addition to the_“ 
+ normal rate required to furnish the teacher with a normal pension. - 
at = ‘This additional payment by the city, with interest, is used to provide a 
\ -*.. + spegial pension at retirement, calculated in the same manner as the 
ag 4G Se annuity furnished by the teacher’s own contributions. | ae -_ 
: Tahkle 3 on page 27 gives the amount of the’ special perision i 
-yeserve (that is, the additional payments by the city plus. interest) 
on behalf of a classroom teacher who has been 6n maximum salary, 
_ since July . For a teacher retiring for disability, who hasnot been 
~~ on maximum salary, an individual calculation of the “— poe > 
7 reserve must be made. : . 
_.. ‘The annuity part of the disability retirement ‘nn was| 
oe found by multiplying the amount in the annuity fund at retirement| 
spy. the annuity multiplier shown in Table 19. An like manner, the} — | 
gpecial pension in the case of disability retirement is found by — 
_-> multiplying the special pension: reserve (from Table 3 if the teacher 
has been.on maximum salary) by the appropriate figure in Table 19. - 
na Example: Miss K, appointed in September 1944, retired for 
er a - disability in September 1963 at age 43. She was granted one salary 
= ‘Cee, . differential in 1956. She was net entitled to any additional differential. —t 
os She had served continuously since: her appointment. How large was | +. * 
| her special pension at -retirement? & te 2. 
a Since Miss K was appointed before July. 1947 a since hice ee a ae oO 
a ee ern. salary is that of & teacher with one salary differential only, Table 3,9. © * 7 
A ee ee oe ae Column B will be used in her case to find the special pension reserve. ios 2 & tee: i 
a _. .. ~The figure shown in the table for September 1, 1963 is $1,290. _~ 
4 To determine Miss K’s special pension, we use-Table 19. This 
s table shows that for a woman teacher of 43, appointed before July’ - 
>. 1947, the annuity multiplier is .0688. Since the special pension reserve, 
oa {a har ci, sence 10 $1,200, ao 
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7 0688, or - $99 | per year. This will be added to her 1 onl pension 
a give the total pension part of her retirement allowatice. Her | 
oe 7, maximum. retirement’ allowance will also include the annuity part | 
! vee ee | a reas Oe ea Dy Coy ns at retirement. |— | 
2 =. SUMMARY co , | : . 2 oo ee, - 
. To summarize! the procedures given in n this chapter, let us con- / "14. 
oe sider the case of Mrs. N who was appointed, in September - 1947, 0 
| She retires for disability at ‘age 45 with credit for 23 years of 
8 -. “service. She elect coverage under the Clancy law. Her accumulated 
ee ee ee contributions amount to $24,000. The special pension reserve in her 
See Fes ® case is $800. es How much is her maximum ea ee . 
sy retirement allowance? te ee 
4 Since Mrs. (N- was appointed after July 1947; it is necessary ; 
to use the less favorable figures on the right in Table 19 in order. 
- #to determine both her annuity and her special pension. The figure’ eee, 5. 
+ given in the table for a woman of 45 is .0627. This is the multiplier =e 
_. used: for calculating both. the annuity«and the special ‘pension. for gf 
a “Hence, Mrs. N’s annuity is $24,000 x 0627, ‘or $1, a“ per year. of, 3 yao 
er ‘Since she is under the Clancy law she is entitled toa normal pension == a i 
of 1% of her -average salary for each of her 23 years of service, = 
~ oe  Dherefare, her’ normal pension is 23% of $9,000, or $2,070 per year. ° 
Ne The special: pension in her case is $800 x .0627, br $50 yearly. : 
| "Miss. N’s maximum retirement allowance is the sum of the 
os amnuity, normal pension and special pension. The sum of $1,504, 
+) sr $2,070 and $50 is $3,624. Mrs. N: receives this ‘sum annyally for | 
life if she does not choose an option. — te | a. eh. 


se ren A WORD OF CAUTION ae . ° Bet ee . 
ee ee en a question sometimes arises in the case L of a ‘tick | or. + disabled * a”, eee 
fa..°2. = * ‘teacher who is eligible to retire under the 55-30 law and has neither 
Re oe - completed 35 years of service nor. reached. age 65. The question is =. (iatti(‘( 

os... this: “Should T retire for service under the 55-30 law or should I > 
oe ee ee -cancel* my coverage -under that law and retire for disability??. 
'; >. ‘There are many aspects of this. problem which affect individual — 
a - teachers in different ways. It seems unwise to make any statement’ ae 
on this subject, here which, although helpful ¢ to some — may |. : Se. 
. be harmful to others.” - ee 


. @ A teacher aa has Seen coved by the 55-30 law for & period of one year or 
“Tonger may cancel such coverage by filing the appropriate form at the Retire- 

_ *  . ment Office. He will thereafter be eligible for regular service retirement only ag - 

° after — 35 eae ae service or after reaching age | 65. - oN. Ee 
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Wi is suggested that those who contemplate disability retirement ee 4 
Ld Z ‘ 
. | after they become eligible for retirement under the 55-30 law consult . - 
q * 
. | the Retirement Office or a recognized pension authority who, ts : mg 
: @ 
. . _ } 
“* - conversant with related income tax matters. Pon e we, 
sa ‘ > ‘ ~ ' f 
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Ae ee At TEACHER may retire for disability without choosing a an option 
alee wo Gare ae for his beneficiaries. This is known. as retirement On MAXIMUM. 
IN - oe 8, o Af he desires to make provision for his beneficiaries, he chooses an’ 
—  gption. In-this case, his own allowance is*réduced in order to pay 
Po for the benefits provided for his beneficiaries, . | « 
7." °.. s"The options available to a teacher who retires for service (exe: 
oe ee plained. i in ch4pters 6-13) are also available to the teacher who retires - \ . 
_ for disability. This chapter, will: describe Option Tin connection with . 
disability retirement. .. 
Option I always involves a | guarantee of the teacher's qnnuity, 
‘reserve or of thé city’s pension reserve or of both reserves. — no 
a "When the teacher wantso cuananr ony his own contbtions ge 
~~ te. 7), . | (with interest), he chooses Option I on the ANNUITY only. a 
7 “Ss, When. the. teacher. wants to guarantee o ly the city’s- contribu- | 
ee ee tions (the PENSION pusanve), he chooses Opti tion I on ‘the PENSION _ Ss 
i aaa _ only. - 2 nee 
a When the teacher wants to guarantee both his own contributions op 
ee and the: city’s contributions, then he chooses. Option. I. The exe. - & 
Yee fa -, - pression, “OPTION 1,’ ” without any limitation, refers to the _— of = 
-.* ,.. both the annuity reserve and the pension reserve. | nt | 
Example: . Teacher T is informed. that if he chooses no option! : 
= * his annual‘alfowance will be $5,000. He is also informed that under 
oss, Option I, “he’ will receive $3,800 yearly and.that the guaranteed: |» *° - 
Soe amount: will consist of his annuity reserve of $20,000 and of the ~ 
uo pension reserve of $22,000—a total guarantee of $42, 000. co 
- If T retires under Option I and if he dies before he has received - - - 
: the guaranteed: amount of $42,000, then the balance will be_paid - . 
to his ae If T should die eight years after his retirement, - 
he will have -received 8 x $3,800, or $30,400. Since the guarantee 
is for $42,000, the beneficiaries will receive the Citforimce — | 
| #42000 and d $90,400—that is, rr a fat on 
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i Note: : 

ae 93, 800 annually, 

a,  We-shall- now explain how to determine the reduced retirement. 

aa! - allowance when a teacher retires for DISABILITY and chooses Option I. _ 

a _ We shall later show how to calculate the Guaranteed Amount which. | 
is, the Initial: Insurance ‘undgy. shis option. | 
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TABLE 20 : 


° . OPTION | FACTOR ~- 
Disability Retirement ~ 


"for service retirement. 
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an option, it is first necessary to calculate the maximum annuity and 
_ maximum pension. ‘The teather.then- multiplies the maximum annuity — 
y the appropiate. Option I factor: on the — Part, : and the 
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TABLE 20 


OPTION | FACTOR | 
Oey | Disability Reftrement i Oe 
|”. Seetion 8: Applicable to teachers appointed after June 1947, except those eligible 
= “% + “for service retirement. sg a=, 
MALE TEACHER 
Age . * °. Annuity — Pension. 
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y the Option I factor on the pension part of the | 
. The Option I factors are given in Table 20 
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| | on the pension part in every case of disability 
_ retirement. (In service retirement, the Option I factor.is the same | 


.c__ & . Comparing Table 20. with Table 4, which gives the Option 
|... L factors on retirement for service, it is apparent that 
1 * \.__ of the retirement allowance of a woman retiring for disa ility under 
) | _- .\ Option T is considerably greater than the reduction of the ‘correspond- 
7. >’ Ing: retirement. allowance of 
difference in the reduc 


reduction 


a woman retiring for service. The 


tion of the retirement allowance of a man 


"» retiring for disability and for. service is not so marked.. 
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, nparing Sections A.and B of Table 20, we observe that 
the Option I factors for three percent contributors (those appointed 
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after June 1947). are less favorable than those for four percent con-— 
' . tyibutors. (those. appointed before July 1947). If the law should 
-.. be amended to:increase the- rate of interest on the contributions 
of teachers appointed after June 1947 to four percent, Section B 
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of Table 20 will no longer be used. Section A will then apply to” Ae he 

a  ” Kxample of Reduced Allowance under Option I: Mr. M, age 4s @ 

, oo §0, appointed in,1938, is entitled to a disability retirement-allowance = 

mo OF-§4,300 per year if he. retires on maximum allowance. His annuity st a 

re ee a ae “is $1,800, his normal -pension $2,400 and his special pension $100 — 
“og. per year. If he chooses Option I, what will his. reduced retirement 

~ allowance amount to? -. oa et ae? 





Fhe "Since Mr. M’ was appointed before July 1947, we must use the — 


| Option I factors in Section A of Table 20. For a man of 50 the: 
pp, Option T factors are .7523 for the annuity and .7846 for the pension. = es 
Sd Hence, Mr. M’s reduced annuity under Option I will be $1,800 x - 5 5] Se 
St 7528, or $1,354 per year.  . © 6% +.4,. © a. « 8 oe, Bee ote 
Fe Ais maximum pe sion is the sum of his normal pension ($2,400) ee | 
and: his special pension ($100). Hence, his total maximum pension (wi 
_~" amounts to $2,500 annually. Accordingly, his reduced pension under 3 7 
Option I will be $2,500 x .7846, or $1,961 annually. His total retire- 
- . ment allowance under Option I will be the sum of $1,354 and 
"$1,961, of $3,315 per year forlife. == 
-JNITIAL INSURANCE OR GUARANTEED AMOUNT ene re ee 
The annuity reserve.and the pension reserve constitute the _ ~ ee 
~ Dotal Reserve or Initial Insurance under Option I. The annuity | 
“. 5 4 pegerve consists of the sums contributed by the teacher with interest. 
| / "The pension reserve consists of two parts, the normal pension reserve 
andthe special pension reserve, © JN 2+ 
'., The normal pension reserve is obtained by multiplying the (oo @¢ B ee 
_teacher’s maximum normal pension by the appropriate multiplier = re 
_. given in Table 21 below. = : 
_-.. The special pension reserve consists of the additional contribu- 
tions ‘(with interest) made by the city for the teacher since July 
<1, 1960.:'The special pension reserve for all classroom teachers on 
"maximum salary since July 1960 who will retire before 1971 can be . 
’. ‘obtained from Table 3 or can be estimated from the figures given 2 
. . Combining the normal pension reserve and the special pension 
- yeserve we obtain the total pension reserve. The initial insurance is 
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3 : 7 a re 
" Exainple: | Let us : turn to the case of Mrs. N given on page : 
77. The facts in her case are as follows: Appointed in September ae fae, | 
2 “1947, Retires for disability at age 45. Accumulated contributions * 
$24, 000. Special pension reserve $800, ‘Total service 23 years, — ! 
- salary $9,000. Elected Clancy. coverage. -~ e a 
_~, . Based on these facts, we calculated her maximum. isbilty rr 
ee retirement allowance. to be $3,624. This consisted of an annuity o . . ee 
7 . 904, a normal —— “ ae 070, and a A special pension. of $50 4 —_— 
z | Per oe: 2s % a 2 
ra ‘ae - MULTIPLIER FOR FINDING == ok 
¥ 4 NORMAL PENSION RESERVE UNDER OPT ION 1 3 : 
a oe Disability Retirement = | . | Po 
a, - Applicable t to al teachers except those eligible for service retirement a . 
a Teacher Appointed Teacher Appointed 8 Ss. - ; " 
hy _ Before July 1947 After June 1947 “Ss : . © 
‘< Man "Woman — ' Man _. Weman Age . ae take 
jie 12854 13.530 14530 15.382 38 : 
i (12808 13.498 14455 15.320 39 = 
q 40 12.737) 813.436 14.353. 15.225 40 : 
f 41. 12.647 13.349 14.228 «15.101 4l t 
- 42 12.540 13.242 ° —-«: 14.084 «14,952 42 oe 
i B 12421 13.120 13.925 14,785 a & 
ae 4 12.290 12.981 13.753 « 14,603 44. f 
of 48 12.151 12.834 13.572 14.409. ce ee ie 
46 12003 12.677 13.383) 14.205 46 + ae 
47 11.048 = 12.512 13.186 13,995 47 
| ~—<1.688- «12,342 12.982, —13.776 48 : 
49 10522 12,166 12.774 13.852 49 
80 11380. 11.983 12.559 13.321 60 
a -) —UN74- 1.796 * 12.340 13.087 S1 
* §2 10.991 11.603 12.114 " 12.845 52 Be 
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eee eee 2, Yee Gg If she chooses Option I, (a) what will Mrs. N_ receive per rn ae 
pe 8 year, and (b) what is the amount of her initial insurance? aia 7 eS eS 
ete oe oo “Ee (a) In order to obtain Mrs. N’s reduced retirement allowance — ah Ae Be 
| bed -.| +. under Option I we must turn to Table 20. Since she was appointed | ie 

} after June 1947, we must use the Option I factors in Section BO et ge 
the table. For a woman of 45 the Option I factors are 541 for} |. 
__ the annuity and .7868 for the pensjon. Mrs. N’s maximum annuity — 
_'- $s $1,504. Hence, her rediiced annuity under Option I will be — 







04 x .7541; or $1,134 per year. a ee 
‘| Her maximum pension is the sim of her normal pension, $2,070, 
| | _ ..-,and her special pension of $50 a year. Hence, her. maximum pension 
ee amnounts to $2,120. Accordingly, her reduced pension under Option — 
ae Fa, ¥ will be $2,120 x .7868, or $1,668 annually. Mrs. N’s total retire- 
st “nent allowance under Option I will be the sum of $1,134 and 
9 he ee fey oe $1,668, “or $2,802. per year for life. 3 * oe 8 
Eon ao ee ee (b) -To.find the initial. insurance, we first use Table 21 to 
oh. sb * determine the normal pension reserve under Option I. In the column 
Soa is for teachers appointed after June 1947 will be found the normal — 
pS pension multiplier, 14.409, for a ‘woman of 45. Mrs. N’s maximum.” | 
Nee normal pension is $2,070.:The product of $2,070 and 14.409, namely, 
we $29,826, is her normal pension reserve, 
Mfrs. NPs special pension reserve is given as $800. Her annuity -; 
‘. "* yeger've: consists of her accumulated contributions, $24,000. © * * . 
‘The initial insurance is the sum of the’ normal pension reserve, 
- 3°, the special pension reserve and the annuity reserve. The sum of. 
5 $29,826, $800 and $24,000 is $54,626. This is the Initial Insurance — 


o ‘ - 


ree ee OF Guaranteed Amount under Option I. . Chee | la 
ao bee oo Each year the insurance will be reduced by $2,802, the annual _ 
- .* © yetirément allowance of. Mrs. N. If she should live exactly ten years a { ee Go se 
nee * after her retirement, she will have received 10 x $2,802, or $28,020, | ts 
| ©" ‘The beneficiary or estate will then receive a lump sum. equal to the 
difference between $54,626 and. $28,020; namely, $26,606. yt 
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OPTION I—BENEFIT TO BENEFICIARY PAID AS AN ANNUITY =| es 
As explained in Chapter 8, the Retirement law now. allows ‘a ae a 

-»  téacher who retires: under Option I to elect to have the balance = 
_,| in the reserve under this option paid to the beneficiary either asa 
~.”-~ Jump sum or in the ‘form of a monthly annuity for life. Furthermore, 
. sf the teacher has named a beneficiary to receive the benefits under on 


hte ota nA ete 47D 
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Option I, but has not elected to have the balance of the Guaranteed — 
<7 Reserve paid in the form of an annuity, the beneficiary, upon the . fe ae 
death of the retired teacher, may elect to do so. If, however, the = * . 
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+ balance. in the reserve’at the time of death of the teacher ig less wt 
_ than $10,000, payment to the beneficiary. will be made only in the ° «| 
_ formofalumpsum, 
_ Table 24 on page 100, which gives ‘the multiplier for con- = 8 =». 
.. verting a lump sum into an annuity’ under Option A, is also used 
to calculate the annuity to the beneficiary under. ption I. (See Pe ae fp 4 4 ae 
__ Ghapter 18.) ‘The balance in the reserve available to the beneficiary . t Sige 
-’. at the time of death of the teacher is multiplied by the appropriate = mo 
_- »:Option A factor given in the table, The result is the annual annuity. — 
“-."~ payable to the beneficiary for life. i ee SO b a 
Example: , Consider once more the case of Mrs. N. Let us a ae 
ooo 4. assume’ that, upon her retirement for disability, she had named her ae 
Cf sister, ‘who | , 





- — 


* 
7 . . $ . ». < ; . . ; 7 
US era tae SS enc Sans acta, sae BSS ~ d ; es 
. . . og . oe 
s ie 2 . . 


ae 
= 
ee ey se Ce 7 -) 
6 cae Fi ah eee ee 


was three: years older than Mrs. N, ‘as beneficiary to. 
|. +» Feceive the benefit under Option I in the form of an annuity for life. 
+ 5. Mrs. N died ten years after retirement, leaving a balance of $26,606 - 
ey in the reserve under Option I. When Mrs. N died her sister was 58 
"el years old. What was Re amount of the sister’s annuity? ae th , ee es. 
oot +. In consulting Table 24, we must use the column of figures 
+... applicable to the beneficiary of a teacher who was appointed after = 
sd, ~ s June 1947 because Mrs. N Was appointed in September of that 
- i... year. These figures are less favorable to the beneficiary than the 2 sis aa 
» 4. corresponding figures for beneficiarjes of teachers who were appointed ©” etd gota, 
". prior to July'1947,0— Se et ee ee 
__. Table 24 gives .0705 as the Option A factor for a woman of ls 
58 who is the beneficiary( of a teacher appointed after June 1947, a 
ms _ ¢ . +» To calculate the annuity for Mrs. N’s sister, we multiply the balance * ee 
oy Pe of the guaranteed reserve of\$26,606 by the decitnal 0705. Hence a a ae eee 
os GS!” the sister of Mrs. N will receive an annuity of .0705.x $26,606, that - TE heat 
i... > ds, $1,875 annually for life. (: em nee 
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| E OPTION LON ANNUITY ONLY i ie. eee et ete OU; 
ee og ae _- ance—on both the pension and the annuity. However, a teacher may | 
__. + choose Option I on one part of the retirement allowance—either on: UU Uae 
«the pension ‘part or on the annuity part. Here ‘is an illustration of |. 
+ Option I on the annurry only.. | | a 


. 


_; ,..Miss C was appointed in. 1940 and retires for disability atage- = + oe 
~ 52. She is informed that, on maximum retirement, she would receive = 82 © ©: 
@ pension cn and an annuity of $1,500. Her annuity reserve 
_ (her contrifutions with interest) is $19,255. She chooses to retire 
under Option I on the annurry only. She wants to insure her own 
annuity fund. Her maximum annuity will now be reduced. | 
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ae "Tp find the rececbd.unmuity we torn’ to Table '20, Section A. oe 
: - ie In the Annuity column under Female Teacher and corresponding to . 
age 52, we see the decimal .7651. The maximum annuity of $1,500 __ 
given above is. ‘multiplied by: .7651. The product, $1,148, indicates 
.. °\ - the reduced annuity. To this we add the pension of $2,000. Hence, — | ee 
oot .. “Gs retirement allowance will now be $1, 148 plus $2,000, or. $3, -. 5 ey “a te 
ee ee a ae! The total insurance of. $19, 255 is, rediiced each year by 9, 148, eee ee ee 


pee re years after retirement, she will have received from the ANNUITY: fund ee ee 
oe ~~ _ 5 times $1,148 or $5,740..Since the total annuity reserve was $19,255; a eee a 
oe the: benefiici iclary would receive the ne betiween —T 259, and ee es oh 
; eh e $5,740—that i 18, $13,515. oe x af 


HAVE YOU. FILED AN OPTION 1 BLANK? - 


a2 oe eS The filing‘of an Option I blank is important, -for most aka 
/ "+ It Gs. especially important for those teachers wio have completed — 
80 -years? service or who have reached age 65. The protection tothe = 
_ + beneficiaries of these teachers through Option I-will be explained in’ ee = 
aaa Chapter 19, which deals with the “Death Gamble” law. — pa ee ee 
a ar of : The filing of Option I is equally important for teacher ie.’ “o oS 
pe og es OR has completed ten years-of “city” service and who haf cow relatives” = 8 - ow 
7“ io. are: financially dependent on: him. Option I is essential-where = | 
7 at ge 2 wee Fa. the teacher unfortunately becomes scriously ill and is eligible to retire ! 
for disability—but is not yet cligible to retire for service. . | a 
. - An illustration will help explain this. Mr. R, after teaching 20 ee ee 
= yeats became fatally ill. He’ was eligible. for disability retirement; $$. 
-: however, he was too ill to apply for retirement. In the case of ; 
__ disability, ‘the wife or another close relative may file the application = 
> for retirement. R’s wife, W, filed an application for her husband’s .) | 
, setirement at the office of the Teachers’ Retirement —_— on | 
March 1, 1963. _ = | 
 . Retirement for disability does’ not go into elleck unless the TO ete a ee 
- teacher lives more than 30 days after the application has been filed: 8 i, 
.° Rdied on April 5—35 days after the application was filed. Fortunately © © - 
. ° . ¢ for the widow, R had filed an Option I blank in which he named —. 
— §.. . his wife as beneficiary. This had been done before he became ilk 5 
| , ..° When he became seriously ill, he was incapable of signing any papers. ssp 
| No one may file an option on a. teacher's behalf—not even his wifes sw 
__.. What was the amount of the benefit that W received? She | hoe nes 
- received (a) the teacher’s contributions (with interest) which amount- 9 =~ | ee 


: , 1G ot 4 Ny ‘ ; 
< . a ¥ =e ra) ‘a 
. . és fe % ‘ : so é a 
‘ ‘ f . £ i - 3 wae ; . | 
: . : ae ‘ - on 
. : qi ~ ~ 48 . ; : : f . ‘ K- 
¥ . ' . . 
: . « ro : ‘ 4 i : . t 
+ * oo - - ° = ° t 
. a . = : “8 . 
> : : é j : - ‘ ‘ 
ji = aN fe ; ' ; * % 
. 4 ; : 3 * 
. o 
‘ i = ‘ ‘ ° : i ? . 
@ -¢ . ; Oo 
. : Z 7 4 
/ F ue “ i 
. cy 
4 « ; . 2 8 * 
<I : me * 
RR EN a TET I aR IE 8 Nt quer I rierimervarny EY: “ 
: So as Wie Pil ‘ ’ 
» - x P= cee t,- * ‘ -. d we ' 
43 : ‘ : ‘ mS gs : 
eis . 4 - = . - ‘ ‘ t 
: » 
¢ 


> - - . . - . hes si 
: , ; : ‘ Me : . a‘ ‘ ' . ‘ : oo 
: : 3 un . : ‘ a = Sg . _ 3 oe 4 
tes = . . : pi . : 3 * MBA og : 
7 ® * . 7 . ‘ 7 , EIR ot on 4 : 5 : ° . . ! 7 : " . 
Fi 1 < °. - S * Sn + . 3 
i ai - } : ‘ z : : 
. , A . . eo se 2 . ; 7 : Z iz +e . , ; ' 5% m * 
* 7 Cy . ms : os : . : z . ' - 2 7 + ot tr e - 8 : . . “9 
: ” - Ss : : : ‘ : . . ‘ : : 4 -. > 
‘ ; ‘i FS + ‘ 5 g* - . - . 5 f 4 : 4 t 
; : : : ; z ; 5 +. . : + Bp + 
4 . : * iz : = ; . . : was : 1s . * > ‘ e 4 “ 4 
" * ge - ‘ £7 € . ‘ 7 . _ ; f F . : . " 
: ‘ . a : 7 . 1 . ; ; a - ; 
; : + ee msgs : . : : ; * . * Fi 
we a : . : ; = - r- ,, ‘ e 
. 
pte a 
bi fa Tr i 





Log ° 





















































* ~ 
' u : © * t 
. ; - + , , 
! , . $ a = 
€ 7 , ' 2 e , * r . , 2 , 
' . . i ‘ é ; 3 ; * . : * . : is 
z ore . oo - . - a 
‘ oF vm . ‘ , 
w . ' 4 “ é - = oe 1 : 
é ; - : . ; . + ° 7 . n 2 
' : * , ‘ m = , , 
‘9 ‘ : ' ~ - : 
‘ " “° ’ : i : . . 
cf 7 : ma , - ; 
' - . ra : 
a P +‘ 
e ° - 
. 7 = ° 
| - . > . : 
Me: ‘ . -e . . 
' ‘ 7 if . r t 
,? t a * = ‘ . 
. : % é 
' ry . : 
Oo o% e 
. . : £ 
, ; oo ' * : 
; a : J + ° 
. ; . re ' 2 " 1 
. 1 ~ = : 7 = : : L = ae ' 
e. . A dete sein sna! at ea Day ped sates sepitecniesn ca. psc Spam Dete, Renown Se Len terete ome meri taib* ie e : a aie : : ae 
. . —_ : _ 4 Fie ape “ha, ia eth Dear 9 vaatrete arts ech att | sane, 108: tlt saiR tabi Mitte; 8 
= 1 : J 
_ on . ; ae 
' . : “ : . 
. = , a ” . : , 
‘ < = . a . ‘ * 
t @ . : . 7 _ 
* , ’ s °, 7 
5. : ‘ 1 . 
+ - . ; a, ; o. ' a : . 
. 7 * . : = : a : ‘ . : . . 
ae ed, to city’s pension reserve of : “= 
, . “ . : : % a , - a ) | 
4 ae : # 1 
' " . . . g Ss , e . . . < 
. 4 3 - . 7 a . . s 
< z a . : t : ; ; ‘ : . 
fee If Rhad not been : » the widow would | 
| (a) his own contributions (with interest), $17,000 as | 
| , ee eee A OUG ), $17,000 as. 
» Ja ! as s 
Pa ‘ ea ps , : : : Bap. , ¢ . : 
. es 3 . . . ‘ 
, 4 . od * 
gen ‘ . _ 7 wa es : 
. oe Om Sd . ' a 
' 7 ee . ' : . “ 
‘ hl OT Pie "% “  -S ern re og ce a = 
: wee - : ve _ : , h 
, ‘ } , : 4 a oa a + x . 'e . 
we : . ¥- * ; ‘ te : : 5 ont ae t, 
oy 7 * t ny, : ad : . 5 * 
a wae ore *- ; . ae : ” . 85 ya 
as . | eR é : * . . ees 
. ‘ ' a- “A ° oF et 
' ; ..¥ agi . 2 
r te ; t : ‘ a “ oe , 
. . - ‘ , ' 
. : L oe a . 
‘ oe ae Fo aa : ‘ ™. : wy = 5 . > 
: ' ; af o8 ’ Me ee *s ; 7 : . . : a ht 
‘ : . ae » . - nan 7 - , aa ad > . : ~* : : # . 
“ : es yo ; ou # . 
B55 is . * : . ® ¥e > ' , 
5 - . * ?: ‘ 7 a oe . o ; . : wo! ; : é 2 Mea : r 
1 " A x : : e . = ae a] ee + ait ae a . ; * a . 
a fs og bers ” oa ite . 2: a ‘ . ‘ 
se . J ay. Fo oS 
- a, or = ‘ eo = * we” 
- ae ; 7 . . de . % es m 
a . x t t w ae = ; ‘. 
. * e : . . 
be. ; oe 
2. a a, * v : , i 
. « . . be 
i : * z , r + ye 
e : . : " , is se 
. . ° . 
‘ , i : * ° Ce 
. ° . uf Z hi. 
& : . ke 
. 2 * 3 
: * t re * aque . , . a 
- ¥. ’ , ss : . : 
. “ ‘ ' & ry ae 
- . Y ; tp 
* ‘«, ‘tf - f : e . - 
' » * , : e. s * = { 
' ‘ 3 ' . . - . { 
: : “a - ° . # , 
. ° : 
- ; . t 
+ 4 wa 
a : . e 
1 ' 
’ . : a : 7 + 
' ae i . 
, ‘ ° . : fa 
s a . ’ t 
. Of . 6 . ‘ » 
a : . f\ fe 
Pas ‘ - " i 
7 om ‘ 
ms = « ° es a Ce ~ - 7 
‘ i Pa . 
‘ ”~ ° id f 
a —_ 5 . Ne 
* . +: . . a ° ; i oe 
’ : ; 
a _¥ r s ¥ : * . 
. . 
. . 4 : ; 
* * ro 7 : + 
. ' : ' 6 
2 a¢ - - : , 
* 1 * + P - . ' + Ci 
s . . ‘ * 
. . ' . sf 7 3, i z ' , : a 7 
so? . r < ? ; ' 
i . * 7 ': fs + 
« , + * re = ' . ' 1 
& : + ‘ . . ° - be - 
“ ‘ + « ‘ 
+ t + : * + 
: . * ’ ‘ 
= rf > 
A 3 . Xu eas * a : ‘ ‘ ; - 6 : J 
a aaa) Be . . 4 $ = é i . 
if. « 7 = . ' ' 
7 o * os 7 . . : 
: 4 ‘ ” + . + 7 . 4 aie 
. : s ce 
. ai °. 2 ¥ : : 7 a . i . 
‘ . : ; - "eee . . . , , er * ‘ : ‘ , 
i i f ; si ‘ > : 
: ‘ . we =G ; 
. s 3 . , 
= 7 ? 2 « '. - x < ed : i % . 7 - - e ; 7 + 
é = * : _. ' * é ' t 
* . ‘ = ce 3 + 
*« ves 2 
1 ‘ - ' ’ 
“ . rn - « ; 
. ‘ . ; ‘ % . < : 7 t - v 
, . 7 . x a + 
. : : a 5 z, ' * ; - , oe te . : : 
. ‘ a. Pe 7 4 « ‘ . 
i+ Fe . . . : . 22 , ; \ 
. . = a, : : é ‘ fm : ‘ ss ; 7 a: : : 
~ i . . ‘ ' : “ : hy : ? ss . 1 1 . ‘Z : . . 
‘i s ® : : ¥ 
; wet .od / 3 
t nu 1 
4 , : 7 £ . ¥ 7 
a ‘ ‘ : . ; ~ : Pa = . 
' + 0 A 4 * * > . a , aoe a * 3 : . 
: : ‘ . + ‘ . ‘ " ‘ 
rd . a, ) 5 - ’ . a 1” 1s is : ae 
: Ys . i i : “4 ’ ’ 
‘ . 
‘ “oy : : ‘ : . ’ . ‘ 
7 4 . . ‘ a 4 ‘ 
: : : # : : 
‘ ‘ * . . + 7. : . é , 
: “ v ; ; ni : 7 : a 
" . ov te ‘ mati? 7 a o. | 
. ‘ 4 as ‘ ss 7 2, 
. 7 ~ 5 ‘ < 7 * ' ‘ > é » . ’ * 
LW . ‘ . 
4 5 Bi Z : a es a7 # ; « os 7 . 
re ee : , , . J Z 
6 : . _ “ : é 4 2 % ‘ 4 
~ : » } 2 , * a : s 4 
: ° : ° : ? . ' 
« é + : = 4 ‘ 
i as ‘+ 3 ‘ a ‘ 7 
‘ é mo : . . 
‘ & ae = x * * . a“ 
. i ae : = : : * 
: : - Fay . —- ae. 6 ‘ ‘ io ‘ 
at, , . 4 ar ° , 
‘ ‘ ve . e 3 aa . et +4 = 
2 , 4 ° ; * : * : : . 
. 2 t ' : . 
: -% > " et. fF 
. Ps < ; + - . fe - 
‘ : ? . » t 
: 6 ors a) : t- 
oe 5 s = we “i 
. . < . . » * i 
' a + . ; . oe 
e : mie . “ 
= t . 
‘ : = 5 . ' 
*, ~ ? : ‘ ' * 4 “+ + . soe rte 
» , ; 
+ ; as 
a ' 2 lod my : *. ° * 
= Sy ind a Ny ea bag . — A 
oad " . ‘2 - n 
¥ Si ea > ot ‘ * : 4 a * : . pa . r 
. ae ae \ cee eA oy) oe - $ ” : “<¢ re i 2 
: ‘ : : - ' 
i . . : : . . : i 
‘ oe, 1 . + 
: ae , ‘ si 1 5 * ft . ; ; 
a oO . * - . ° ° - = = 
= - ‘os ¥ : 1 7 ; ~ , = 
A «2 7 ONG » = ** - 4 . ° ; c+ 8 , * 
a : is a é - 4 si 
aba is a . Lo ‘ ; . . ' 
« eT 4 . ” . - " ‘ * -~ - ‘ * io a . 
( " eh vo. » . P : . : , aa “ 7 ‘ , 
| C - ; ; . . a ; : , : ‘ , : ‘ 
cater ea" ; * * : ° * * ‘s * %}, P . x . 
RI : Ms. as d a - : i * 1 . , ; ne ‘ ‘: ‘ ; : 
ia 3 x. * . a 
ito as - ‘re 3S : : _f *. : a sae 
: » bees Ric ke oe ; eS . Sed tay - s 8 a 
aidgtelsontes, : . : ee “1 “e * . 2 Se a . : . 
S ° 3 ys Z 7 = af be Wee x. * ao ; os a = ee Pos: 4 : ae, ; z aoe e aE ee . : 5. & - : . : 
\ An aii Sih ha a i its nt tia Sada dilteh, aoe Sal asta sateen italia, inthe amntiaas nan F cacdnta » Ietiittention.. shin moots stnih “oil, nm adnan ates gh nie aha ah a etic Dnnni te EN. oa.” ae clean oo teen 








essai a ara 


+ imate 2 Oneill eS 8 


a , : a : seine s, 
a? aa : .« ' nee — * = . aa - ‘ Pye 





LF ee oe ha 


: 
eee rte re Me me ee 


New ee Prey the Behe th 


nek ee. 





. Ee . = ee . se, ues 
atime Rh we Sek teenth de BN ok ed ey eaten! ass pat ae gt eb ae o See 
; é : 


cease with the teacher’s death. 


Pa 


— CHAPTER 16 ee 
_ OPTIONS u ‘AND M- DISABILITY RETIREMENT 
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1EN A TEACHER retires under Option II or — Il, 

he purchases an annuity for a designated beneficiary. Should 
- the beneficiary predecease the retired teacher, no one will obtain any 
- benefit from either of these options; al retirement. ‘Payments will 


_ Under Option II, upon the death of the teacher, the beneficiary, ; 
. if he survives, receives cach month for life an amount equal to the ~ 
_ teacher’s monthly annitity, or’ pension, or both. Under Option ITI, 
the beneficiary receives one-half -of the teacher's monthly annuity, 
or pension, or both. The teacher, at the time of retirement, may 
- elect Option IT or Option ITI for the pension only, or for the annwlity * 
_. Only, or for. the entire retirement — that i is, for both — 
and annuity. rh 


_ REDUCED ALLOWANCE UNDER OPTIONS 11 ANDI 


- When Option IT or III is chosen, . the. maximum allowance 
¢ pension, annuity or both) is multiplied by an option factor in 
- order to obtain the teacher’s reduced allowance. This factor depends’ 
~ upon the option selected, the age and sex of the teacher, and the — 
ag and sex of the beneficiary. Since the beneficiary under Option’ 
IML, if he survives, receives each month one-half of the monthly © 
- amount received by the retired teacher, while the beneficiary under 
” Option II receives the same ‘Tmenthly amount as that of the retired 
_ tether prior to his death, the maximum allowance of the teacher- 
will not be reduced as much under Option IIT as:under Option II. 


These two options are not frequently. chosen’ by teachers retiring 


- for disability. Hence, extensive tables of Options II and III factors -. 


“on disability retirement have not been prepared. oa 
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i __ SEVERAL OPTION II AND il FACTORS 
a “DISABILITY RETIREMENT 
» Sedhon A: Applicable to teachers appointed before July i, 1947 


Alain M50 F45 means a male — ose 50 at Lene with a a 
beneficiary, age 45) 
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_ Factor 
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Teacher and — 


: —— Weneficiary | ee 


M50 F45 
M650 F49 


229238 


F50 MS5 
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F57 M20 
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F53 Fé0 


FSS F356 


F60 F57 
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. "Beample:” Mrs. R, who was: ‘mode in 1937, retires for. en 
- disability at age 50. She ‘named her husband, age ‘55, as beneficiarys i. 
.. under Option IT. If her maximum annual retirement, allowance is __ | 
-. $3;800, how much: will shé receive under this option? How mucho i sts 
_ . will: she receive if she chooses. Option Til? | ‘f * > & 
~The Option IT factor for a woman appointed before July 1947, | ae 
_. Who retires for disability at age 50, naming a man, age 55, as 
; beneficiary, i is 8006. Multiply $3,800 by. .8006. The product, $3,042, 
‘. is the amount that Mrs. R will receive each year for life under this 
option, Upon her death, Mr. R, if alive, will continue to receive 
"$3,042 annually as long as he lives. | os | 
_' The Option ITI factor for a wo 
who retires for. disability at age 50, man, age 55, as 
beneficiary, is .8893. Hence, the anm | ent . allowance. of 
“Mrs. R will be $3,800 x :8893, or about $3,379. Upon her death, 
_. her husband will receive one-half. of this sum, or + approximately 
ae ee c 
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TABLE 2 
- SEVERAL OPTION 1! AND Ill FACTORS - 


“, 


DISABILITY RETIREMENT: 


Option Il 
Fe 
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Section Bz Applicable to teachers. appointed after June 30, 1947 

- M45. F40 means @ male teacher, age 45 at oe with a female 
ee beneficiary, age 40 ~~ 
ae Teacher and 


| Teacher and 


“Beneficiary: 


' M40 F380 


MSO F46 | 


M50 F49 
M50 F50 
M53 FSS 
M55 F50 


oy M60 F57 


_, P60 M48 
F50 M53 


F55 Mé0 
P45 F40 


"50 F570 
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” teiadles Mr. T,; a was cael in . 1948, ‘retires for 7 
- disability at age 50. He named his wife, age 49, as beneficiary under _ 
Option II. If his maximum retirement allowance _ is $3, 500, how 
_ ” much will he réceive under the option? ‘ 


 ..° The Option IT factor for a man,_- appointed after J une 1947, | 
- who retires for disability at age 50, naming a woman age 49, as_. 
beneficiary, is .6858. Multiply the maximum retirement allowance, a 
$3,500, by .6858. The product is $2,400. Mr. T will receive this — 
amount annually as long as he lives.-Upon his death, his: wife, if she | 


survives, will continue to receive $2, 400 yearly for life. 


» . 


Option IV-a is similar to Optio‘ II and IT ; in that it Sinstie 


a life annuity for a ‘ designated beneficiary when the retired teacher 
dies. The annuity received by the beneficiary is one-fourth, or some 
other fraction approved by the Retirement Board, of the teacher’s . 
— or pension, or retirement allowance. This option is —_ 


ee a an a See 





fA tere gy apne gerenqeare A ee eke gt pce ate ogee 3S chen aaa, ther ' i ae : 
cd 


DIE PAR rr gE tee 










a a 

1 ea gy re toning bs 

2 oe ., 
i a 









a eee OE in —_ Ft ae fr re UE eEeElllt—“‘<‘ OP , , OTe Th Be. 4 he ae. sues : we - gage 2 
; . ; ’ F ; '€ : : : : i ; “ = , ' eR % Pi : a . 

‘ é . * ra * - ; ; 7 F ‘ ' \ : “ hoo 
:: . : ; rt . . ; eo ; 5 » oo : 2 = + » ; : = : © j ‘e - 


. < . 3 2 ; : e .* ef 
. 4 - - . Z ’ 2 
° 1 RA hah acted te». satire. sinc NIA sae oie se en pans ataeegbn ht ene te eee eee tab ee die ote) eda a “hu oe 
‘ ¢. 


7 : we fia Oa ber nds aks Shem “pe sees si -- & ta ges 7% 
* ' 
s 7 . ‘ 
. . : 3 ' ; 
‘. ve v . . 
= 7 ; ' . ss 
fo. ‘ ® ; * 
’ . y . 
. . i ty 
‘ " ’ : ae i as : é 
s . os . - . 
‘ 7 = ae ; Ko ora 
. . 7 ’ 
we 
E a 
. 
1 ’ 





i ae HAPTER IZ se es re 
“OPTION 1V-b— DISABILITY RETIREMENT HAY as ene 


. 2 aoe — oe 


. oe - ‘ . . ii oO es cs =. ‘ : ‘ ae : ‘ ; ao 3 t ‘ 


7 OrnoN IV-b seni that a specified lump sum* shall bs See ee 
- a paid to the designated beneficiary (or to the estate) ofaretired - «=. 5 fo Bee 
_. 4. teacher upon the latter’s death. Also, since January 1, 1962, a . Awe wk ge eh 
3... teacher retiring ‘under Option IV-b may, under certain condition, . = ee eee ee 
lect to have the specified lump sum paid to owe beneficiary in the rn ee a 
form of an annuity. - ae | See ee Ba 
 , As in the case of other retirement options, the . selection of Oo 
2 Option’ IV-b results in a reduction i in the teacher's maximum retire- 
| ment allowance. * oa, oe ree 


pit Ate or dify 
: 


aia 


REDUCED ALLOWANCE UNDER OPTION. Vb 0 


Table 23 will enable a teacher to calculate his reduced retirement 7 
allowance if he retires for disability under Option IV-b. 


wt 
went Ae AG RE Mo ak 


4 The teacher first finds the cost per $1,000 under the option in — 
_— the appropriate column of Table 23 on the line corresponding to 
his age at retirefnent. He then multipiies this figure by 2 if-he wishes 
- to reserve a lump sum of $2,000 under this option for his beneficiary; a 
__ by 3 for $3,000; etc. The teacher subtracts this cost from his maximum ee ee Oe 
retirement allowance. The result is his reduced retirement allowance _sitw a a 
under Option IV-b fot the lump sum selected. . | 3 ae ee 
_.. Example 1: Miss L was appointed in 1932. She retires for 
__ disability at age 51. Her maximum retirement allowance is $4,300. | 
_... She chooses Option IV-b, making her brother the beneficiary to. 
‘4. -Feceive $5,000 upon her death. How much willl, Miss L receive 
during her lifetime? © 
_. The cost per $1,000 under Option IV-b is given in ‘Table 03, - ee 7. 
-. -. ¥ ‘This table shows that the cost to a woman of 51, retiring for 
2 _ disability, who was appointed before July 1947, is $37. 34 for each | a 


ee oa Big lamp um may oot exe the amount ofthe teachers ncumulated com 
ss @. - _. tributions. a 


a 
- 


# 


ile th A heieet Mr hE at re A OM NEM OE HA ende 
« . - ; ‘ , . : é 














- 


Oe USL CUENTA 5 
: o 


Pine 


7 $1, 000 aed ue her beneficjary tides this option. Hence, $5, 000 ° 
i sy will cost 5 x $37.34, or about $187. This is the amount that will be oe 3 
- fy yeh eae . subtracted from Miss L’s maximum retirement allowance.-Her maxi- > - ae ee 
re ee , ~~, mum retirement allowance of $4,300. will be reduced, by $187. Miss an 
.  L will then receive. $4,113 yearly for life. Upon her death, her 3 23 aa 
brother, if he survives her, will receive $5,000 in cash. If the brother © es Nat 
eee a. —— - predeceases Miss L, and no other \beneficiary is named, the ae Be gee ee ee ae 
eee PT ag: of $5,000 will be paid to Miss L’s estate. = eee ae 
Stee Sake 4 ple 2: Mr. J, who was appointed in 1948, retires for ~ Gee fee SS 
Coe ; ably : age 34. He selected option IV-b, naming his. sa tal pe ee 2 oa 
eee, ee TABLE 230 a ee, ee 
ee. eae re ee ee ee a "ANNUAL. COST PER $1,000 CASH PAYMENT: fe ee 
4.5. 2 ew ae! ee a UNDER OPTION IV-b ey ae | he 
oh oe ba OE ae ee Oe Fo ae .. Disability Retirement -— a | | ae 
| | a eee a rs ‘Applicable to all ‘teachers except those eligible for service retirement: see as oo “ye Ss 
a rn ate 2 © a a - Teacher Appointed ee 
a re DP oe ee 4 eee le Before July 1947 
3 a es Age Man (Woman — 
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. ais beneficiary to receive a lump sum of $4,000. If his maximum 





«Mr. J. was appointed. in 1948. Hence, ‘in using Table 23, we 


~ _ 1947. For a man of 54, the figure shown in the table is $48.00. This _ 


retirement allowance is $4,200, what will Mr. J’s reduced allowance — a” 
be under the option? | rie, ee - | 


‘must use the column which applies to teachers appointed after June 


"means that the cost to Mr. J of reserving $4,000 under Option IV-b _ 
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is 4x $48.00 per year. Hence, $192 will be subtracted from Mr. J’s 
_ maximum retirement allowance of $4,200 to give him a reduced 
___ -allowance of $4,008 per year. Upon his death, his daughter (or any 
> _ other designated beneficiary) will receive a lump sum of $4,000. —_ 


-, OPTION, IV-b—BENEFIT PAID AS AN ANNUITY 7 


-”» In the first paragraph of this chapter we stated that a teacher 
retiring ‘under Option IV-b may, ‘under certain conditions, elect to 


-, have the specified lump sum paid to one beneficiary in the form of 

am annuity. (The reader is referred to. Chapter 12 for a discussion. 

... of the conditions under which the teacher may exercise this right.) 
-_. As in the case of Option I, the table to be used in calculating 


_ the annuity to the beneficiary under Option IV-b is the same table _ 
(Table 24 on page 100) as that used to calculate the annuity payable _ 
to the beneficiary under Option A. The ‘lump sum* specified in 

. Option IV-b is multiplied by the appropriate-Option A factor given 


+, in Table 24..The result is the beneficiary’s annuity for life. * 


“age 59 
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- . Example: Mr. S, appointed in 1928, retires-for disability at _- 
es before he is eligible to retire for service. He named his‘sister. 5 = > 
_. as beneficiary under. Option IV-b for $10,000. He specified that, $8 = -.. 
_, upon his death, his sister is to receive the benefit in the form of an sg. 
_- annuity for life: His maximum retirement allowance ‘is $5,600. What © 9 -« 
is the reduced retifement allowance of Mr,-S? If Mr. S should die‘ ° 7 
after retirement when his sister is 70 years old,-how large will hef 
annual annuity be? 
_ First, we shall determine the cost to Mr. S of Selecting Option — a 
IV-b for $10,000. Using Table 23, we find that for a man of a 
_ appointed before July 1947, the cost of $1,000 lump sum under = sti‘ CS 
' Option IV-b is $55.19 per year. Hence, the cost of $10,000 is 10° 
x $55.19, or ‘about $552 per year. Mr. S_ will. receive. $5,600 less ‘ - 


w 


| $552, or $5,048 each year for life a | | 


* The benefit: under this option may: be paid in the form of an annuity only | 
"if the specified lump sum is not less than $10,000. - Ue 
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i. - When Mr. Ss dies, | his sister is 20 years old. Her uity will 
| be calculated by using Table 24. According to this table, fora woman 
_ of 70, who is the beneficiary under Option IV-b of a teacher ap-. 
| ‘pointed before July 1947, the multiplier to be used is .1120. ‘Since 
the sum under Option IV-b was $10,000, the sister will receive 
$10,000 x 1120, or $1,120 per year for lifé. - 
ee ee ee Oe If Mr. S survived his sister, he could elect to have the benefit’ 
Seat ae ee under Option IV-b paid to another. peison but, under present — 
qo... regulations, it can be paid only in the form of lump sum; if he 
Ee ee ee 8 ee OS | failed to name a new beneficiary after his sister’s death, the ar: 


e . ; < . 
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oS OPTION 1 Vc ae a 
| Because of the limited saniadlies it gives the beneficiary, Option | 
vei is not # recommended i in the case of retirement t for disability. a ie 


“ys 


= 
. - - eo ee =* 3 ’, oe so Ps . = 
REE OT OBIE ELT LNT OT EN IETE BEE ENTE RE IEEE NE AIL AN LEA EE TET RE Te eee Pe et ee fad a eg ereN ght 
oes "aR ‘ ; ; ‘ + 
- : 5 . ae 3 a : 2 : ; « 
j : . ; : : > o : : 





oS ia ae elite tl a = ™ =. — a | oe a Ne er = ere sy 3 % 7 a 





CHAPTER | 8 
/ THE DEATH BENEFIT 


° ‘ 7 ; . 
» ° : &e 


Te, PRECEDING chapters explain | ing to determine the retire- 
2 eee ment income of a teacher who retires for service or disability — 
oe ee . _-., under the various retirement plans available to him. They also show. — 
—  * how ‘to calculate the amount. ble to the surviving ‘benefidiaries. 
- "(or the teacher’s estate) upon She death of the retired teacher. We 
_/ -- .. + shall now turn our attention to the benefits payable to the survivors — 
“.. 5 Offa teacher who dies while he is still in service. . 
oo a » The benefits payable to the beneficiaries of a ae who dies a 
pa 9 2 ee ee: before he is eligible for service retirement are, in: almost. every case, 
oa Jess than the benefits paid if the teacher dies after he has reached - 
Ue gk esa er ae _ eligibility for service retirement. This chapter will confine itself to 
'.. the amounts payable to the beneficiaries (or estate) in the event - a9 ees 
of the teacher’s death before he has become eligible to retire for 
‘service. The next chapter will be devoted to the benefits payable ae | 
in the event that the teacher i in service dies after he becomes — , 
ee retire.* —, ve fa, | | | ° 





ee THE DEATH BENEFIT—TEACHER NOT ELIGIBLE TORRE 8s 
7 First, let us recall the conditions under which a teacher i is 
eligible for regular service retirement. | 
(1) A teacher who elected coverage ales the. 55-30 law, is . 
moe igh to rere for eric has reached og 35a comple 
| 30 years:of service, or | 
(2) A teacher i is eligible fo retire for-service after 35 years of 
service, or - - . | | 7 
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© Prior to April 24, 1961, ‘when the “death gamble” law became effective, the oat 
death benefits described in this chapter applied to all teachers in service, 8 8 © = = *« . . 
| Whether or not im were eligible fot service retirement. —_ ee o = . 
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(3) A teacher i is s cligibe to retire at age 65. | 
In addition, a teacher is eligible for service ‘retirement “on 


ae demand” after he has — 30 years. of service, even if his 
cee - is below 55. | 


If a teacher dies before he is eligible for service  vetioeneia his: 


: o ‘beneficiary will receive, two separate sums. (1) the teacher's. con- 


of $3,500. To this normal death benefit was added a 


__. tributions with interest to date of death, and ( 2).a death, benefit 
8 beret funds furnished by the city,” 


. The death benefit furnished by the iis consists of 1 two: separate * 


a amiounts: (a) the normal death. benefit which will. be explained — 


below, and (b) the additional contributions made by the city since 


“+ July. 1960—at the rate of 234% and later 5% of the teacher's 
- salary. The accumulated amount of these additional contributions is 
_ identical with the “reserve -for-increased-take-home-pay, ” described 
| .+ im Chapter-# 
a beneficiary or the estate of every teacher who dies before retirement. 
will receive from the city the special pension reserve in addition to. 

i the normal death benefit. oe 


NORMAL DEATH BENET = 


which we called the “special pension reserve.”* The 


1 For Teachers Appointed After April 10, 1929 


(a) Minimum Normal Death Benefit: For’ a teacher who 


— : completed. from six months to 10 years of city service, the normal 
; death benefit is one-half of the average ‘annual salary during the 5 
a years immediately preceding the date of the teacher’s death. _ 


a Example: “Miss A was appointed in September 1953 with | no 

7. prior service..She served continuously until ,she: died in September 
-.. 1961. If her average salary for the 5 years immediately preceding 
_- her death was $7,000, what was the amount of the death benefit? 


Since Miss A completed. less than 10 years of city service, the 


- normal death benefit in her case was one-half of her average salary 


of $7,000. Hence, the beneficiary received a normal death benefit 


ve reserve ‘of $270. The total — benefit was $3,770. The beneficiary, 








« The special pension reserve for ; a classroom teacher who has beck on maximum | 


salary for five years prior to his death is given in Table 3. This table may 
be used, in the case of a teacher who dies before 1971, provided that teacher 
| was on maximum salary for five years prior to his death. For other teachers, 
& separate calculation must be made: Use 242% of the aalary in 1960-1961. 
and 5%. thereafter, adding interest at the rate of 4% per year for teachers 
aia before July 1, 1947, and 3% for thoe — on or after that date. 
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y+. ° . : (b) Maximum Normal Death Benefit: For a teacher with = - foe ot 
/. more than 10 years of city service the normal death benefit is5%* 9 =e by 
- . Of the average salary for each year of city service fora maximum. 
|» Example |1:) Mr. B was appointed in “September 1950 with oe 
. . ‘eredit for 3 years of prior service as a substitute teacher. He served is 
~~. continuously until his death in September 1959, His average salary . - 
.- was'$8,000. How large was the death benefit? ies ye oo te ee 
ve ‘&. B had 3 years of city service as a substitute plus 9 yearsasa oo»). i ae ee) 
_, .  Fegular teacher, making a total of 12 years of city service. Thenormal, = on 
i death benefit is 5% of the average salary multiplied by 12, the number a ee 
of years of city service. Hence, the normal death benefit equals 60% 


vr 


c ; V ° \ 
: f 
eA ae ived this amount in addition to the teacher’s accumulated con- an Fate 
{ 
} 


is... Since Mr. B died before Jyly 1960 when the city began paying =. 
 @ part of the teacher’s contributions for him, there was no special 
pension reserve in his-case. The death benefit consisted of the normal © © ° | oe 4 > oe 
. death benefit only. The beneficiary received $4,800 plus the teacher’s 
_. Example.2: Mrs. C was appointed September 1933 with no set 
a8 0 prior ‘service. She served continuously. until her death in January = = =—s—<‘Ctis. a ce 
ee 1962. Her average salary was $8,500. What was the death benefit ~~. >. ~ 2. | 
NF” Mirs.'C had more than 20 years of service. Hence, her beneficiary =. gs 
yO eS or (gp estate) was entitled to the maximum normal death benefit fora ee 
Be teacher a pointed after April 10, 1929, namely, 20 x 5% of the > - oe 
“average salary. The normal death benefit, therefore, was 100% of . © oe? me 
_... the average salary, $8,500. The total death benefit was $8,500 plus» st 
go er bh  * the «special’ pension. reserve consisting of ‘the city’s additional con- =~ 3 7 ar ee 
4» | tributions for Mrs. C from July 1960 to January 1962, ey ae a, 


vg 





Ul For Teachers Appointed Before April 10,1929. | 

__ For a teacher who was appointed before April 10, 1929, the . oe 4, 
_ Rormal death benefit is 6% of the average salary for each year of = — oe 
___ eity service prior to April 10, 1929, plus 5% for each year of service = 





_ © If a teacher, appointed after April 10, 1929, received’ credit for service asa 
_ #abétitute teacher or in another city department. prior to April 10, 1929, the 
Bormal death benefit is 6% of the average salary for each year of city service 

prior to April 10, 1929, plus 5% for each year of service after April 10, 1929. 
However, not more than 20 years may be counted in the total service. > 
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ps "after April 10 10, 1929, However, not more than 35 years may be counted 
+ jm the total service. - 
- _ Example: Mrs. D was. appointed in April 1928 with. credit . 
oe for 1 year of prior service as a substitute teacher. She died while 
- in service in April. 1961. She served continuously, except for leaves . 
- of absence without pay amounting ‘to 5 years. Her average salary 
.  - was $8,000. The special pensidn reserve in her case ‘amounted to™ 
ste, Ss $180. ‘What was the death benefit? | | 
» S) Mrs. D had 2. years. of city service prior to April 1929. for- 
_ _which her beneficiary was entitled to receive 2 x 6% of:$8,000, or =: 
t ° . * 12% of $8,000. Her service after April 1929 amounted to 27 years, 
fee For these 27 years, the beneficiary was entitled to 27 x 5% of $8,000, 
, . or 135% of $8,000. The normal death benefit was 12% plus 135%, 
. . OF 147% of $8,000; this amounts to $11,760. To this normal death 
eo EE” benefit was added the special pension reserve of $180. Thus, the 
"os"; " . total'death benefit was $11, 940. The beneficiary received this amount 
ae 4 ee in addition to the teacher's contributions with interest. , 


. “a * . a 
TESTES SAM PRES 2 IES. ROR PINT TNE Po 
o i id ra 4 sO o Se a 
‘ - . a Ad 
fo a ae ; 





“8 DESIGNATION OF BENEFICIARY oe 
.°, "+ Every newly appointed teacher files at the Retirement Office 
er , designation of beneficiary to receive the death benefit. described 
above and the teacher’s accumulated contributions. The same bene- 
_ ficiary (or the teacher’s estate) may be designated for bom pms, : 
oo Ora different beneficiary may be named for each. | | 
2 of ok Weachers are advised to review their’’beneficiary designations 
.+ “periodically; if in doubt about who their beneficiaries are, they should 
_ file a new designation of beneficiaries. A’ Tater designation always %. 
| supersedes an earlier ‘one. | 


SS OPTIONS ON DEATHLN-SERVICE 3 se | ee 
A teacher may at any time elect to have his. accumulated | 
contributions or death benefit or both paid to his beneficiary, in 
-- aecordance with one‘of the following options: 4 
o - Oprion A. This option provides that, in the event of on ue 
 teacher’s death before he is eligible to retire, his contributions with = 
_. interest or death benefit or both shall be: paid in the form of an 
_. annuity to the designated beneficiary (or ee for life. Upon 
the death of the ciary all payments cease. a 
-- Oprion B. Under this option, the beneficiary receives a lesser 
annuity than under Option A. Option B contains the additional - 
provision 7. should the ¢ beneficiary die before he. shall. have 
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me gene received the total amount of the accumulated contributions or death.’...- rot 
“gi” benefit or both, the balance shall be paid to another designated 
es benefidaryn 
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__. Option C. This option provides that the beneficiary shall receive ty 3 ato ig ee 
oe ,. & lesser annuity than under Option A, with the additional provision =~ gs 
“Sat. “Glew, that, upon the.death, of the beneficiary, a specified lump sum shall =” ” a 
“excessive, it is recommended that Option C be not chosen.) a a 
-. 7. % >. Ifa teacher has named a beneficiary to receive his accumulated == ss 
._. .%.. .". contributions or death benefit or both,’ but has ‘not selected an option, eS 
ae eke, __. the beneficiary, upon the death of the teacher, may choose to have = °= + 
ce or 4. the amounts paid to him in accordance with ‘one of the options | 
| = = described above. = re See ee 
Although it is recommended that every teacher designate a _ “ee Fs? fas 
. beneficiary, it is generally advisable for the teacher not’to select an , a 
_ option on his accumulated contributions or death benefit, but to let. 
the beneficiary make the choice.” i ae ee 















CALCULATION OF BENEFIT UNDER OPTIONA tw 
2, _ Table 24 gives the annuity per dollar of lump sum (accumilated Z 
_. Contributions or death benefit or both) payable to the. beneficiary 
_., under Option A, The amount of the lump sum must be multiplied by __ 
the appropriate Option A factor given in the table. The result is the 
beneficiary’s annuity for life beginning qn the date of death of the 
_ . . Care must be exercised to select the factor in the ‘table cor- 
' " xesponding to the beneficiary’s age and sex, and to use that part on a 
Of the table applicable to the beneficiary according to the date of  - = 2 ee 
_ appointment of the teacher—before or after July 1,1947. = ee ee ee 
.- Example: Mr. E was appointed in 1928. He died in service | 
‘before he. became eligible to retire. His wife, age. 55,-was the. 
‘designated beneficiary. Assume that Mr: E’s accumulated contribu: - 
tions amounted to $18,000 and the death benefit was $12,000. 
- What did his wife receive under Option A? ee ee 
. ‘The Option A factor for a woman beneficiary of 55, where 
the teacher was appointed before July 1, 1947, is 0724. The sum — 
_- Of/the accumulated contributions and the death benefit was $30,000. 
_ Multiply $30,000 by .0724. The product is $2,172. This was Mrs. ec : 
_., Es annuity for life beginning. on the date of death of the teacher. — 
_ All payments cease upon the death of Mrs. E. . F, 3: 
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at poe | CALCULATION OF (BENEFIT UNDER OPTION B- 
: , yo Table 25 gives the annui 
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,'4 . by the appropriate Option B fa 

, of is the beneficiary’ $ annuity for 
Spe _ the teacher. ae 

4. f , Example: 

7 “had chosen Option 
= _ have been? 
. . The Option B factor for @ woman 
“appointed before July 1, 1947) is .0636. 
0636 is $1,908. This would have been 
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=e ee "CHAPTER 19 oe 
<THE “DEATH GAMBLE” LAW 
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f-oR MANY years prior to 1961, a teacher who became eligible 
_, to retire but wished: to continue in service, was faced with a 
_ Serious dilemma. If he continued in service and died before retire- 
ment, his beneficiary would receive the death benefit and accumulated __ 
‘contributions described ‘in. the preceding chapter. If, however, the. a 
teacher. retired under Option I, the beneficiary, upon the death = = | 
- . * 3 of the teacher, would receive the benefits under this option if the > 
ge. teacher ‘lived at least thirty days after the date of his retirement. — ie 
7 ea ._ Should this teacher die a short time after the expiration of this thirty- 
"ts: day period, thé: amount payable to the beneficiary under Option I, 
eH ould in nearly all. cases be considerably larger than the amount 

Sy payable to him had the teacher died while he was still in. active 
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DEATH BENEFIT—TEACHER ELIGIBLE TO RETIRE = 
4° To resolve this dilemma, the so-called “Death Gamble” law was 
_ @nacted in April 1961. The essential purpose of this law is to protect 
____ the beneficiaries of ‘those teachers who continue to teach after they 
_ become eligible for ‘service retirement. _ ea?) UU! 
. The main provision of the “Death Gamble” law is this: If a 
_ teacher who is eligible to. retire for service* dies before he has 
- actually retired, he is nevertheless deemed to have retired on the -.— . 
| day ‘before his death. The benefit payable to the beneficiary (or. °° - 
j - . estate) shall ‘be ‘the benefit set forth in the latest retirement option 


7 ; that the teacher had filed at the Retirement Office. ' | | re a 
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. ® The “Death Gamble” law applies to both regular service retirement and o 
_ Retirement “on demand.” = 7 
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tt the teacher had. filed 1 no sill. the benefits shall be paid eee ee es 
8 in accordance with Option I. Payment tit this case shall be made to a ee ee ae 
poe eS Fe es, Ke , - ‘Teachers who file an option before they apply for retirement | =. = 
poe sg “generally file Option I. Some teachers file no option. It follows = © °... 
Voie’ re ee then, from the law as outlined above, that if a teacher dies after aro 
\ he becomes eligible for service retirement and before he has applied — 
. for retirement, his beneficiary (or estate) will,in almost all cases, 
receive the benefits of Option” I. These benefits will normally be ss 
far greater than they were in similar. situations before the “Death a 
rn ae Gamble”. law was enacted. —_ 
= \ co Ls The “Death Gamble” law ss applies ‘ete a ‘iio files an | 
Nae application for service retirement‘to take effect on a given date and’ 
he dies before 30 days have elapsed after the given date. In this 
__ situation, too, the teacher is deemed to have retired on the day before 4 
his death. The benefit payable to the beneficiary depends onthe =" » . 
— chosen by the teacher in his application for retirement. —- h SH, F 
23 pe Note: Before the enactment of the “Death Gamble” law, there * 
Soe was also a 30-day provision—with an entirely different result.. If a a a. ae 
a * téacher filed an application for service retirenient to take effect on ee eS 
oe ee ee eS given date and the teacher died before 30 days had elapsed after — j we 
me  the given date; then. there was no effective retirenient and the option 
eee ee Chosen “was void. -The benefit payable to the beneficiary was deter-- 
ah ined ori the assumption that the teacher died in “servicr.’ | s 
_ As will later be explained more fully, a literal reading of the a 
“Death Gamble” law resulted in a lower benefit to ‘bencficiarits 88-9 = = 
_ in some cases. To prevent a result that.was never intended, ani 
“amendment to the “Death Gamble” law was enacted in ‘1962. ‘The $a 3e oe | ee 
"amendment provides as follows: If a teacher dies under circumstances - 
"when the “Death Gamble” law applies, the beneficiary may choose 
op the. benefits under the pre-1961 law in Tieu of the benefits underr.- * 
Se oe the ‘Death Gamble” law. 3 
- Example: Mrs. F was eligible to retire unde the 55-30 lw 
on September 10, 1961. Her city service began in September 1930. 
__ She continued in service until she died on October 5, 1962 at the —S 
~~ age of 56. She had Option I on file at the Retirement Office. Hr = 8 ~ 
| average salary was $8,000.. She had accumulated $21,000 in .her 2 8. 
_ annuity savings account. The normal pension reserve under Option I ae 
in her case amounted ‘to $30,000. The special pension reserve was | Oo 
$800. How much did her beneficiary receive? -  s * & 
a Since Mrs. F, who was eligible to retire, died while in service, se 
7 after the passage of the “death amne law, she was deemed. to - ———i<‘ YC” 7 
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+,“ have retired on October 4; 1962, the day before her death. Her 


oo se . beneficiary was entitled to the benefits under Option I; namel 


os have been $29,800. Cate | 
.» . 3 'Thus, the beneficiary in this case gained $22, 


"the law orders that'the benefits under Option I be ate. 
Of the teacher. In this case, the lump sum of $51,800 would have 


» (a) 






$21,000, the total of her annuity savings account, (b) $8 


ial pension reserve (contributions by the city for increased- 


- -~ home-pay), and (c) . $30,000, the normal pension reserve-tinder =. 
“» Option I. The total lump sum paid to the beneficiary was pecan ae 
«What would 96 


as the beneficiary have received under the pre-1961 . 
law? The payment ‘would have been made in accordance with the 


provisions for death-in-service. It would have consisted of (a) $21,000, _ 
-.- Mrs. F's contributions plus interest, (b)’ $800, the special pension _ 
“reserve: from the ‘city for increased-take-home-pay, and (c) $8,000, - 
|. , the normal, death benefit (100% of the average salary). The total © ~ 
amount payable to the beneficiary under the pre-1961 law would 







Passage of the “death gamble” law. If Mrs. F had flo option on file, 
paid to the-estate . 


Cd 


"> Been‘paid-to Mrs. F's estate. .  @ 6. | 


_ THE 1962 AMENDMENT TO THE “DEATH GAMBLE” LAW.” 


‘The primary purpose of the “Death Gamble” law is to protect 


© the beneficiaries of. those teachers who continue to teach after they . 2 
|. +. become eligible: for’ service retirement. The reader knows ‘that, if 


»: one of these teachers dies before he files an application for service 
a | Pplic. 


. retirement, his beneficiaries will be entitled to the full benefits. of 


- Option I (except in those rare cases where the teacher had previously _ 


; 3 shows that, in the case of & 


> filed a different ‘option).. ee ee | ~.. 

ee \ The law has proved to be of great help to many beneficiaries. _ 
~~ However, because of a defect in the wording of the “Death Gamble” — 

' law, unfortunate results developed in several cases.. Some bene- 


ficiariés actually received smaller benefits under the “Death Gamble” | 


__ law+-iri comparison with the benefits payable before April 1961. 





, 5 If Mrs.’F -wished to do 40, she could have elected to have the benefit under 


. Option J paid to her beneficiary in the ‘form of an annuity for life. If Mrs. F °; 
had ‘not so elected, her. beneficiary could, after Mrs. F’s death, have. elected 
~ to take the benefit.as an annuity instead of-a lump sum. (iti ae ~ 
Let us calculate the ai of that annuity, assuming that Mrs. F’s husband 
_ was the: designated and he was 63 when Mrs.-F died. Table 24: 
™ that, : teacher appointed before July 1, 1947, the annuity 
factor for a male beneficiary, age 63, is .1007. Multiply $51,800 by .1007. 
‘The product, $5,216, is Mr. F's annuity for life. _ ha “se f° *. 23 
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eee ok . 3. The small ‘Special — reserve - resul ing from the city 


- i. i = oe : for beneficiaries of teachers who died when they. | \ 
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ee Here is one itustration: | On iat 20, 1961, Mr, G, who had ee 
oO aeehed 35 years of service, filed an application for service retire, 
- * -.* mnént. In the application, he specified September 5 as his retirement \ he 
ee _ date and he chose Option IV-b for $5,000. Unexpectedly, G died on. 
eee F September 2. He had not actually retired; he came under the “Death 
...¢... Gamble” law. Unfortunately, the latest, option now on file was 
ieee ee |, Option IV-b for $5, 000. ‘The Seneticlaey as entitled to %, 000—and 
eee OOmores | | oe 
| : Note that if the “Death. Gamble” law d not ‘an enacted, G .. 
ee “would have been. considered as dying in service. Under the — s fs a | 
cea. + Taw, his beneficiary would have received these three sums: aoe 
| A.” G?s total contributions with interest;\ 
2, The city’s normal death benefit wh h, 
: approximately a year’s salary—often more; and 







“5% contributions, _ Sy 
The “Death Gamble” law was facial to. in 


ta = service retirement. We suddenly discovered that, i in some — 
ee Cams, the benefits were seriously reduced: 9. 

eo , “To remedy the defect in the 1961 law, an amendment was added 
in 1962. The essential provision of the amendment i this: Ifa 


Les _se Ne a? Seeioruales’ conditions when the “Death Gamble” law applies, 


the beneficiary shall ‘have the right to choose the benefits under 
= the pre-1961 law in'lieu of the later benefits of the “Death - le”? 


% - is ™ for setyice retirement to take effect on October 1,: 1962. 
| on she chose Option I on the ANNUITY only. Her 





ee illuitration is again, in order: Miss Ww. filed an n appl cation 7 


Po ee | 
eee _ provided that her total annuity fund ($20,000) shall be guaran 7 Yo a 
ow  * thateis, the part. not paid to her shall be paid to her beneficiary A a ao i 
eee a eat Unfortunately, on October 15, Miss W was killed in an accident. \ ce * 4a 
ee What i is the amount payable to her beneficiary? 7 
ie ee ae . The reader will recall a the “Death Gamble” law applis i in 
Se 2 eee "thes two situations: | 
:  & ©), - Situation I: when a iter is eligible for service retirement 
— wed he dies before he has actually retired; or | | 
. | Situafion II: when a teacher has filed an app tion for 
- service retirement to take effect on a given date and he dies before © 
oe - 30 days have elapsed after the given date. | i he on ae & 
2. os a hh the oe of Situation TI, Miss W came under the “Death - . Fe 
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# Gamble” tawi This would iw the beneficiary to receive “only the 3 
annuity reserve of $20, 000 chosen : as an option in | Miss ‘W's ap 
_ . | > plication... 
"However, as indicated above, the 1962 ieee allows the 
beneficiary to choose the benefit. of the pre-1961 law in lieu of. 
_..° the benefit of the ‘Death Gamble” law. She naturally chose the 
es former benefit and received the following ‘sums: : 





1, The teacher’s annuity reserve of $20,000; o ss 3 Se ate g Ogun oe 


oe i 2. The city’s normal death benefit, which in this case was” oe 

ae ase $13,000; and Pe 

ptt ee” 3. The small special pension reserve resulting from KE city’s a 
“4 oo tea 3% contributions. In this case, this added sum was about _— a ‘eo. 


ie, et Oe oe Be Note: If a ‘teacher files an. ‘application. for service retirement. 

2 ee a a to take effect on a given date and the teacher dies later than 30 days a 

ss aprer the given date, the beneficiary has no choice—only the — ae 
ee chosen i in the retirement application will govern. . =e: 


4s eames GAMBLE LAW AND DEMAND RETIREMENT 


a ¢ + We have seen that when a teacher is eligible fi for “regular” 
De G5 as | ° service retirement, his beneficiaries will Neceive maximum financial _ _ ££ 2% 3 
“¢ fs ae \ "protection if, unfortunately, the teacher dies before he has actually oe ee 
_. getired. The reader will recall that-a teacher is eligible for gees so. 
ees service retirement.if he meets one of these three tests: Oo : 
| aap, 1). He has oe 35 years of service—regardless of his 
om “age, or 
. 2) He has seachad agé 65—regardless of length’ of service, or 
ae >) ‘Having chosen to be covered by the 30-55 law, he completed. 
_ +.» 30°Years of service and reached .age 55. 
‘Jf a teacher. satisfies any of the three tests here indicated, he 
' :. is eligible for regular service retirement. If this teacher should die oo 4 et 
' " ° before he has actualy retired, his beneficiaries will be entitled tothe #8 * | | 
~ full benefits of Option I (except in those few cases where the teacher a es 
| had previously filed a different option). — 
What happens if a teacher meets only a a of the third test: 
he has completed 30 years of service but did not choose to be 
' covered by the 30-55 law, or he completed 30 years of service but 
died before -he reached age 55? This teacher is not eligible for 
_- gegular retirement. However, the law permits one to retire after 30 , he 
years of service—even if he is not eligible for regular service retirement. -e Soe eh 
Retirement after 30 _— when one is not a for le | 
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under “demand” ‘retirement receives.a city F pension that i is very much 3 


ee Ny, 


Jems than under “regular” retirement. It then follows that, if a 






‘teacher dit 


_ for “regular” retirement.» 
en f. a appointed i in 1932; in 1951, he joined the 1% Clancy law. In 1960, 


_ he refused to join the 30-55 law. He died in 1963, before he actually oo. 
_ retired. At the time of his.death, his total service was 30 years and — 
— 2 9 months; his age was 56. He was eligible for “demand” retirement; — 

re ee 2 _ he was nor eligible for regular service retirement. . His p Aner. | 


salary was $9,000. His annuity reserve was $20,000.: 


Since the ‘death gamble” law covers “demand” retiremerit, the 


_~ law considers that A retired under the provisions of Option I. His 


a = __/ widow as beneficiary was entitled to these two reserves: the teacher’s Pe ; | 
_amnuity reserve and the city’s pension reserve. The annuity reserve meee. 


_ was $20,000; the normal pension reserve was calculated to be $19,300. 


total of $40,300. 


“at the time of his death, lie would have been eligible for “regular” 


service retirement. The normal pension reserve would, in this case, 


have risen to $27,900. The other two amounts, $20,000 and $1,000, 


oe ee ae “demand” retirement. 


; 7 “ = eo an Ae _, Payment desulting from the 5% contributions. 


ee tak, coverage under the $ 30-55 law. 
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i ee hen he is eligible for “demand” Tetirement, the pension: __ 
og 7 ~apeserve under Option I will be much less than if ii — been —. | 


To this was added the small additional special pension’ reserve of 
' $1,000. (as a result of the city’s 5% contributions). Thus, the benefit —s 
to the beneficiary was the s sum of = 000, $19,300 and $1, 000, or a : - 


ae . © ee 2: . -‘ would have remained. the same. Hence the beneficiary would have 
oe sm been entitled to the sum of $20,000, $27,900 and $1,000, or a total. 7 
(Ma eae 4 Of $48,900—an increase of $8, 600 as $ compared t to rie benefit under Ss 


Ee Note 2s: If-a teacher died before April 1961, vihen the ‘lade i 

eo ee SS ee gamble” law was enacted, and assuming: that the other data were — . 

Sar Sots 4" the same as in the illustration above, the city’s normal death benefit - 

fete se 8". would have been only $9,000—the teacher’s “average” salary for the — 

/ , 7-7 2 *% 27+ * 5 years prior to his death. To this normal death benefit would have 
| ~ 35 .°7 + been added the teacher4,annuity fund, and: the city’s, small additional 7 


: a oe : os _ —:. Gonsider the case of Mrs. B: She was aes to ) the schools - 
a ne sin, 1999, In 1951, shé chose‘ the 1% ae law; later, she accepted a 


ustration ‘will help clarify the situation: Mr. A’ was / - 7 


. Note +1: owt had chosen ‘to come iid the 30-55 om then Se 
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a fae - Unexpectedly, she died at. the age ‘of 54 years 2 10 smonthe.” =. Os gS ee 

. or ne _ Her total service was: 34 oyears and 10 months. Two months later, oe ae fy ~ = oe 

fae i .. she-would have been eligible for “regular” service retirement—either» © ts 

ce ads : | 7 _ “because she would have reached age 55 or because she would have. 2° 3 | 

YY eee a a “completed 35 years of service. Alas! At the time of her death, she tsi; 

Per. was eligible only for “demand” retirement—she had completed more sit 

ere os than 30 years of service but had not fully met, any of the ‘tests for oe o eB 

: tare yee ba o __ “regular” retirement. The “Death Gamble” law with the benefits” ee 

ee Oe Of Option I protected B’s beneficiaries. The city Reiaton reserve Pay- 7 

able to the beneficiaries amounted to $32,600. | eG 

"If death had been postponed. two months, B would have been. a re Oe ae 
(= - eligible for “regular” service’ retirement. ‘The pension reserve under we ee es, 

fae o oe I woud now have been $41, ae) increase of $8,700. ._ * oe ee ae 





eee a 7 The patient. ake will note that the “Death Gamble” law Se res ae 
eat ee " protects thie beneficiaries of a teacher who dies when he is eligible * ee 

| eR for regular service retirement and also when the teacher is eligible eo 

ee oi only for demand retirement. However, if death strikes a teacher who 

«+ “is eligible only for “demand” retirenient, the pension reserve under 

~~ Optiort T. will be very much reduced—as compared to the pension 

reserve that is payable: when the teacher is ctigiie for “regular” | ye 

: ’ service . retirement. | : ao =, 3 . 

~  € We must also recall this rule that appli in 1 all cases when Ro ee 


oD 






Ee contrilyutions (with ‘intere 


mm 3 ) will be paid to the beneficiaries—in 
ee ke *adian te sums _— 


ieee city funds, * mite of os a 7 3 o3 





for retirement, he may y chai Option I to any other option, or to” Porn a ee 
", retirement on maximum allowance. os tote 0 ewe OU 
2. Ifa teacher applies for service retirement ales att option ee es Oe 
° other than Option I, he should file his application at the Retirement. oe ge a ee 
. Office not more than two or three days before the date of hisretiree © = wt 
fae. ‘ment so that Option I, whith it is assumed he has had on file, will be’ o 3 * eas 
. in effect as long as ‘possible. (The application for service retirement Z oe ee 
_ must reach the Retirement “Office at least one day before the date Ug ee fe. 
of retjremént:) oa 4 | | .. tee oat a ee Pe 


5 . « s > 
Pe ME Me oe Oe ee Te et 


. " , : | :* : 109 . = : , 
: ig <a ; 33 *. ga: 7 . _ 
. : é _ , 





2 . : . < 
(hands irsewerntat ir sar en Srp te et pn SNR RST er a te or nee Meena gig toe Pett to ese ei ane ‘ 
« bee - yY 
aa 2 2 » . ‘ 





| a a 





2% 


. ' 
asia 

ee fs 

BA wt % . 

Pty . an = ® 

wea ‘ . 

Hae ot - 

nes” 


bs se: a 
Z e “ af 
2 at . . e 
Ye + 
. ah : » “ 
e > ' * , t , 
2 € * ; ’ 
4 al . **# 
~ 
. s 
. ae ~ 
* : ‘ * 
fe! ‘ : 
< tk + 
! . s 
q a ; 
. . ; : 
* 7 ry 
~ « 
‘ . : | . o : 
: ’ f 
: es 
r 
. 4 7 im i 
, ‘i . 
* ae . 
‘ . 
. : : 
' 
‘ « 
zh é . » 
* x * : ad 
' ‘ + 2d . 
a . | 
oe e = | 
$ . = e : . 
ei i 'y . : 
' : 
' 
. 
' * e = 
” i. ; 
: 7 t . 
"“ 
. ' . . 
» . 
& ‘ too 
~ 7 an 
. 
- es 
+ . 1 
iF t 
s ‘ “go ‘ 
oo he - 
7 oF + eng SS . ! 4 OS yt 
* 6 . . * : 
, ' . mee 
. . > ” 
: . Ye 
a . : a i 
a é 7 oe 1 
. ~ Na . * 
‘ f t, “Bs 5 os 
4 it foes 4 “ . 
- 4 , ORs ® ' ia 
‘ = : e . ' . 
+ 
Ye ; ' 
: % ° _ xe ie 4 
i, a 
' 
, : Zz -| 
. c . ' 
. " 
" * ea 
| ' 
io Boul, 
- ' “sh 
t : 
. . t 
' ‘ : i ; : 
' = . 
“ : , : a 
» a ~ I $ 
. . i 
= 4 ; . 
s 
we Te F 
og 
* . 
‘ . e 
% ee / 
' i, 
é 1 A e . 
« 
. 
. " - 
» . ’ 
ne ? : 
oes e ve 2 aa 
. , 
, . 
rs 
if ; 
* € 1 fe . . 7 
a ‘ we « c 
m5 4 * 7 
. 
thot 
. “ 
J = lis 
‘s sy are 
1 er f a a 
. ' 
” ’ rat a 
. oe 
2 “ 
. . “ 
bs] : 
* s 
a ' 
‘ 
s 
. 
. 
: . 





. : ats s 
- os got ? 
2 hp 
: = Se = be 

















' 
‘ ' 
‘ 
. . 1 ' 
. 
« 
- . mes . 
ae ite ‘ . ¢ 
eae ; ae 
Bite. ; , : 
se f . - 
; . 7. i ‘ 
: 5 
» - 
' ( s ‘ 
J 
. . 4 
og 
‘ 
' 
. L 
. 2 
* ; . 
+ ae . & e 7 
* e' 
. . 
i rn, * 
¢ 7 + a 
. “ey ok rt . wt . o 
rt > vi : 
eg Snaee Sam ‘ - 
Be “1 ore eee eS 
¢ a ' be 
nf “ © eet, P * 
: . ee te 8 7 , 
was? Cs 8 . + 
a is ar : 
7 is . 
r Z - a 
4 7 : ; 3 
: a ‘ . 
ii . cs 
. 7 . 2 
» 
o! . i 
o : 
*, : 
ae : 
» ot : 
' ees 
> ons . 
eo 
« e . 
v 
" " - . - 
' 7 . . 
‘ 
, j : 
: - 4 tee F 
‘ —_ 
me s 
+ . : @ 
e if * ne 
- > 
4 : - 
w@ . . 
‘ ‘ = 7 
2 7 - ' . 
- Y “ . = : 
- Wey, Od 
Tage a _ . 
We ‘ + 











L 





Not ten 








, 
: r 
t 
4 
? a 
. 
s 
.? 
ae” 
. 
a 


o- 
hy ees 
. ‘ 
‘ 
- 4 , 
tn i« 
' 
v 
y 
» 
el 
= _ 
eos 
. # 
. 
» 
. 
we 
“oe 
" 


ae secetane sptececte 
Prargue® 


. * : “ . fr . ‘, . 

: 7 . a “og . é- 

: or 7 : on ‘ : 

_ . , ae 
. ‘oo e 2 eo . . 
7 ; . \ 4 P = a 2 
. + E + 
; . 7 oo & ar, is 





’ » a 
x a : “Pe . 
s ss ! ; . . 
‘ . ’ > ad . : - i 
+ : . , : 
° ' 
“ - ad 
5 : h t . 
. . 
§ ‘ 
+ ‘ . : 
. qos ¢ , 
-"1 : : 
\ 
aa : : 
. ° = : 7 
- . . 2 
* ee 
' 
. : 
. ‘ * 
: 7 





- 7 rts : 
» ‘ * r 
‘ ‘e ge tet 4 \ 
€ ol. . 4 . 
ee ‘ . 
rie Se + 8 
* guts 








. 
Py at 


- 


prior to the date of his retirement. 


‘4. Teachers: should: periodically review the 


_ ficiary forms. If a- ‘teacher Marries or remarries or “if any other _- - 
_ important change occurs, the teacher, should promptly. file new forms, 
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“3 Ifa ‘teacher plans to retire under Option IL he may f file — meg 
-_hhis application for service retirement at any time within three months 


vena ; 


ames of ther 
- beneficiaries—both under Option I and-on the Designation of Bene- —~ 
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"RETIREMENT INFORMATION FOR 
NEWLY APPOINTED TEACHERS 


| Mae IN THE Teachers’ Retireinent System my iman- 

datory for all regularly appointed teachers. Form 2a, “State- 
- ment of Prior Service,” which the teacher receives with his notice of 
- appointment, should -be filled in and returned promptly to the 
_ Retirement Office. If a teacher is now a member of the Retirement | 
System as a result of a previous appointment to the public schools 
or the municipal colleges of New York City, he need not file a new. 


oc “Statement of Prior Service”. at the time of appointment toa new 
- Position. a 


‘To avoid loss of future benefits to > himself or his ‘family, the 


| teacher should fill out Form 2a completely and -accurately. He 


| i - should give special attention to (a) his choice of one of the basic 
-.>* retirement plans, (b) * his record of prior service, and (c) the 
: .- designation of his beneficiaries on the — form to be filed with . 


Form 2a, 


ee oe AIMPORTANT:, | For your protection the “Statement of Prior 
| Va . ‘ Service” should be filed as os as possible. 


“BASIC RETIREMENT PLANS ee, 


The teacher must choose one. of the four retirement a . 


- described on Form 2a. They are: ‘ 
1. The “old law” plan providing generally for retirement. ‘at. 
- hall ‘pay after completing 35’ years of service or after attaining age 65. 


2. The “old law" half-pay _ for retirement at rage 35 AND- 


30 yearn of sexvice. ne 


aoe 2 


3. ‘The “Clancy | law” plan providing — : pension (city’s part 
. of the retirement allowance) of one percent of average salary for 
each year of creditable service after completing 35 years of Service OR 
after anon age ¢ 65. 


‘iit 


+. 
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\"wntil the ‘end of the school 
'. ~ Also, under each of these 
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to retire when he becomes:eligible to do so; 


plans, the teacher will be assigned a rate of 


| __ 4h "The “Glany law” oie prcitpenion pian for rerément at 
_, | A teacher choosing: one of these four basic plans is rif required 
Il So; he may remain in service © 
year during which he reaches age 70. 


__ contribution. which will be sufficient to provide an annuity at retire- : 
_ Ment approximately equal to the pension furnished by the city. 


_ MENT PLAN 4. The 


cam be reduced to 10% of his'alary. This is due to the 5% contrib 


- It should be noted ‘that since:.1960 the city has been paying 
___ @ part-of ‘each teacher’s contribution for him so that the teacher ‘May 
‘,. have increased take-home pay. Since 1961, the part assumed by the _ 
- ity has been 5% of the teacher’s contribution. rr 


ALL NEWLY APPOINTED TEACHERS ARE URGED TO CHOOSE RETIRE-_ 


plan 4 (Clancy 


, > teacher may deprive himself, or his beneficiaries, of 
important rights and benefits if he fails to choose 
_, plus 55-30). If a teacher is inclined to choose one 
_ plans, he should consult the Service Division of 
..» _-OF-@ recognized pension authority, = si, 


of the other three 
the Retirement Office | 


- Under the Retirement law, a, newly appointed teacher who does 


_ not elect ‘to come under the Clancy law or the 55-30 law will not 
be able to do so later on. However,-a teacher who chooses the -~ 


= 


"RECORD OF PRIOR SERVICE 


_. service prior to appointment. He should inclu 
_~ teaching in the public day and evening schools, his playground service, - 


ge. 


_. newly appointed ‘teachers are assigned a rate lower than 15%. 





157%,* the actual rate of contribution of a newly appointed teac 


_”, from coverage under either or both of these laws, provided that at: 
+ Teast one year has elapsed since he made his choice, = 
ne >. By electing to contribute towards his annuity at the rate of . 


tion made by the city for the teacher to provide him with increased 


if the teacher will arrange 
paid out 


 * 

an 2 
* 

_& 


” 


_ It is important that a néwly appointed teacher list all his city 


his service in the municipal colleges. (day’ and evening), and his 





# No teacher is required to contribute at a rate higher than 15%. In fact, many 


7 


112 


take-home ‘pay. The new teacher’s actual rate of contribution may ' 
__- be further reduced by approximately 3% | 

.. to ‘have his’ social security tax 
Of his monthly check. ..- 


of his annuity fund instead ~* 


4 


e all his substitute — 
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""', service in any department ofthe city or of the counties within © 0 
the city 28 &. 8st -” te 
.. ° ~ A teacher who, prior to his appointment in the city, wasa a 
member of the:-New York State Teachers’ Retirement: System orof. 2 0 
_-. ,the New York State Employees’ Retirement System should: consult ©. = oy 
+ the Service Division -of the Retirement Office about possible credit © 8 * © 
"and how to proceed in order to obtain the credit. It is especially Mee Gee ne Pe 
_ + Amportant to consult the Service Division if he had New York City A ee 8 ge 
Service prior to membership in one of the State Retirement Systems. SS te Sg 
Ifthe teacher had taught onan annual salary in recognized | 
__, Schools or colleges not maintained by the City or State of New York, eee 
.. Such ‘service should also be listed. Credit for this service can be | 
~ obtained only by paying for it. In some. cases, purchase of this credit — 3 a ee ee 





- may be advisable. Consult the Service _ of the Retirement = ~ 
Credit nes is valuable because it may enable = == 
_ "+ the teacher to retire at a younger age and it will generally result =~ = 
_ “in larger benefits to the teacher or his beneficiary. For these-reasons © st 
_*- itis important that the:incoming teacher furnish a tomplete record 


't 


_ <= Qf prior service.on Form 2a. 


° 


7 If a teacher dies before he is eligible to retire, his beneficiary 

-  .Wwill receive two Separate sums: (1) the teacher’s contributions with aes 
_ ‘interest gnd (2) a death benefit* from funds furnished by the city; tae 

“of. ;°¢ °° On the-separate “Designation of Beneficiary” form which ac- | 
{companies Form 2a the newly appointed teacher should. designate 2 

«the names of the beneficiaries who are to receive the accumulated ! 

{ . © COntributions and the death benefit. The same beneficiary may be 

{ + ¢, designated for both sums, or a different beneficiary may be named ee a ee 
.. . for each. Two or more persons may be named°for each sum. 4 2 * & | a 
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_ A teacher may. change his beneficiary (or beneficiaries). at any 

_ time prior to his retirement. To protect his dependents, every teacher 
|... is. advised to’ file ‘a new “Designation of Beneficiary” blank at the 

-» Retirement Office without delay whenever a change of marital —_ a 

_ ‘Status or any other condition warrants such action. - ts VE 





|® The ,death -benefit furnished by the city consists of two separate amounts:  ° a 
+ (a)+the normal, death benefit which varies between the salary of the teacher _ 3 se 
fora half year and a full year and (b) contributions. (plus interest) made by 1 5 
- the City for the teacher in order to provide him with increased take-home pay. | 
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| RESIGNATION - 

1 Whena teacher resigns — the. school wei he may withdraw. 
the entire amount. of his own accumulated contributions. However, 
he is not entitled to receive. ~ part of the city’s contributions on his | 

‘Tf a teacher who: has resigned does not. withdraw his own ee 


- for a period of five years following his resignation. Thereafter interest _ 
payments will cease. = 
Should a teacher be dismissed fcom the service, | the amount of. e 
his accumulated contributions will thereupon’ be paid to him; no 
"interest. can be added to these contributions after the date of dismissal. 
Tf a teacher resigns, leaving his contributions in his, annuity. 
\ - fund at the Retirement Office, and is later restored to service within — 7 
.. _ five years after his resignation, he is entitled to the service credit 
\ and ‘status held. by him immediately prior to his resignation. If 
\\ he served as a substitute teacher between’ the dates of resignation | 
1 and reinstatement, he will be entitled to receive additional pension 
- eredit for such service. The reinstated teacher should apply, in writing, : 
for such credit as soon as possible after his restoration to-service. 
. FOR HIS OWN PROTECTION, A TEACHER WHO RESIGNS: SHOULD 
4 NOT WITHDRAW HIS FUNDS FROM THE RETIREMENT SYSTEM DURING _ 
THE FIVE-YEAR PERIOD FOLLOWING HIS RESIGNATION. a 
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More than 25% of the monthly salary. 


of > -6.- Interest is credited at the rate of 4% for teachers appointed. 
_* Prior to July 1.1947 (3% for thése appointed on or after that date) - 
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~ OPE OF THE privileges of membership in the Retirement System 


~~ rules that apply to loans: a i 7 yee 
1, Membership in the Refizement System for at least three 
~ years §§ a prerequisite to obtaining a loan. oe". sk 
2. The amount of the loan is subject to these conditions; 
ae a. No loan is allowed for more than 50% of the teacher’s| 


accumulated deductions (his contributions with interest). ee 


__, B. No loan may exceed 899%* of thé teacher’s annual salary, 


oo _, .. For a borrower who will reach mandatory retirement in | 


less than four years, the loan will be less than 89% of — 
i. _ a year’s salary. A teacher age 67 may normally be.able_  s 
|. to borrow about 68% of a yeat’s salary; at age 68, the 
~~ loan will normally be about 47%; and at age 69, about 
24% of annual salary, ° 2 | 


3, Loans (with interest added) are repaid by deductions from ~ 


_ the borrower's salary. Repayment may not be less than 5% nor" . 


_ . 4. A loan may not be made for more than 48 months. After - 


_‘ a borrower retires, loans may not be repaid. If a teacher retires before — 


_ a doan has beén fully ‘repaid, the unpaid~balance is deducted from 
_* the amount in his annuity fund. His annuity will then be smaller | 


| than if the loan had been completely repaid. 


5, Interest is charged on the unpaid balance of the loan at - 


-_. the rate of 6% for teachers appointed before July 1, 1947 and 5% . / 


. for those appointed on or after that date. 


4. 





= * About 91% of a teacher's annual salary for a teacher appointed after June 1947, —_ 
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on. monthly. repayments of the als poy the date of repayment | in 
_ the same way as‘on regular monthly contributions. In every case, after - 


annuity savings account will be the same amount that would ‘have 
—— there if no money had been borrowed. sss, So 

- 7, Loans are insured by the Retirement System, 3 in the event of my 
dhe death of the teacher, in-an amount not in EXCESS of. $2, 000. No . 
"part of the loan is insured until thirty days have elapsed. From the ~ 


30th through the 59th day, 25% of the outstanding balance of,the —\ 


Joan is insured; from the 60th through the 89th day, ‘50%; on ‘and 
~ after the 90th day, the full value of the outstanding loan, but not over 
- $2, 000, ds insured. 

68. Ifa teacher should require additional funds Sellen a Ioan 
“has been repaid, the Retirement Office will accept an application for 
‘a new loan. The old loan will be cancelled and a new loan made, 
based on the unpaid balance of the old loan plus the additional 
“amount requested by the teacher. The new loan must, comply with 
“the conditions stated . above. i A 

_ 9, An application.for:a loan may be made by a teachei white 
hei is on leave of absence without ay. | | | 
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~ the loan has been completely repaid, the total amount in the teacher's _ = 7 ' 
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work AFTER RETIREMENT 
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oyyesman N ow Macon the hitintion of. earninigs a a retired 
‘teacher-who is employed by. a public agehcy. within ‘the City 


_or State of New York. There ‘is no restriction ‘on the amount. of 
earnings of a retired teacher if he is employed in any capacity by 


‘a private employer, or by the federal, government, or by a state or | 


local government. other than, the State of New a or ‘one of its 


_politcal subdivisions, | oe aa 78? og 2 


SUMIT OF EARNINGS | BY RETIRED TEACHER ‘ on? aa. 


- Under State law a_ retired. teacher. may’ i‘ erhiployed: by any 
- pablic agency or department within the City. or State. of New York, . 
_ With this limitation: The sum of his earnings from sich empl ment 


i ma —e Nand the’ pension: Part of his retirement allowance ‘ ‘may not ‘exceed 


$1,800 ‘without penalty. If this'limit:i is exceeded, the retired teacher. 


forfeits . his pension during the: ‘period . of. such employment, The 


_ annuity ‘Part of the ‘Tetirement | allowance _ is ‘not affected, by his, ae - 
| carnings.- 3 a 


The petision part of the retirerhent iaiatan of acheew who a 


ce 0Q: Accordingly, 
With rare exceptions, a recently retired teacher who. accepts pubjic 
ae employment within the City or Sta 


retired ‘i in recent years -is ‘generally larger than. $1,8 


tate of New York should be . 


et | to forfeit the pension part of, his retirement allowance while’ he i IS SQ 
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__RETIRED TEACHER’ SERVING AS SUBSTITUTE TEACHER. ce 
“In: recent “years the State legislature’ has enacted. emergency 
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* See next: section for special ‘ls for retired teachers serving as substitutes i in 


the city; schools. 
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should give careful consideration to the following: | 
«1. His income will be temporarily increased while he is receiving 
_ _ both his retirement allowance and earnings as a full-time-substitute.. : 

_ . After he discontinues, his substitute service, his retirement allowance — 
_. for the remainder of his life, will be less than it would have been — 

_ . had he postponed his retirement until he gave up full-time teaching. 
_ ‘Is the temporary increase in income worth the loss of the larger — 
+. .Ketirement allowance during his later years? tits 2, 
_2. The enactment of the Death Gamble law assures the teacher ” 


% . 


’ : - 7 - . . ~~. 
4 ' = . ; . . 4 


_. laws extending the amount that a retired teacher may earn asa 
_ Substitute teacher in the public schools or as a lecturer on an hourly, . 
._ ‘daily or monthly salary basis in the publicly supported colleges within 
the. State of New York -without loss of: his pension. This was: done — 
°° to alleviate the acute shortage of teachers. At the present time, the _ 

_» total earnings of a retired teacher so employed may be as high as 


$7,000 during a calendar year without penalty. If his total annual 

. ¢armings exceed $7,000, he may be required to forfeit his entire 

pmo 

_... IMPORTANT NOTE: If a teacher. plans to retire in order to 
a ‘substitute, he 


increase his take-home pay by serving as a full-time 


that as long as he remains in service as a regular teacher after he 


* : ‘ 


has become eligible to retire for service, he is providing the largest 
i »... financial benefit possible to his beneficiaries, (See Chapter 19.) i 


3, There is no guarantee that the law. permitting a retired 


__ teacher to earn as much as $7,000 a year as a substitute teacher will 
_ be. enacted in future years. On the contrary, it is expected that, 


. if the teacher-shortage is significantly reduced, the retired teacher’s 
- permissible: earnings as a substitute will be substantially lowered. In. 
_ fact, if new teachers are in good supply, it is unlikely that emergency. 


_ _ Tegislation ‘to encourage retired ‘teachers to return to the classroom 

. __ will be enacted. In that event, the retired teacher serving as a as 

”. substitute in the public schools will be subject to.the same earnings 
__- limitation as that of a retired teacher who accepts employment in ' 

- other public agencies within the City and State of New York, - 


WORK BY TEACHER RETIRED FOR DISABILITY = sits ms 
. + A. teacher retired for disability may not serve as a substitute _ 
_- teacher in the public schools of the city. He may accept other - 
| employment subject to the limitations set forth above. _ a 

A teacher retired for disability should keep in mind the fact. 

_ that he may be required to undergo a medical examination by the 
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Meg pee TR ett ae tao ad TERMINAL LEAVE” 


es PRM OR jetiremenit ieaveitianads from — at full pay “4 a ee 

eee _-~will be granted to contributors to the: coaches Retirement a re 
i - System under the following conditions: | i, ty Oe 
go ot, Be “y+ An. application for retirement leave must be filed with | 
ee eee aoe Se ay © Yee Division of: Personnel on 2 special form which may be obtained © | eet 
Bo a from the school secretary. The Board of Education by-laws provide | _ 2s. 
yo 6 f 8 that the application must be submitted at least one month prior to po” Sg 

pw oo. the beginning of. the requested leave; for a leave beginning in 

> ae a ee September, ‘the application should be filed not later than June 1. 

OU Wet on tek wea, 8. 2. Phe length. ‘of the. retirement leave ‘shall. be one-half. the | Pg th ho 
ae te nee te, number of days of the accumulated unused sick leave uptoamaxi- sgt 
Po Bt "mum ofone school term. The by-laws de siot permit the leave to... i 
et ee ee extend from one school term into the next; it must be ae >. oe a 
| Ei ee ee ee ¢ one term. et ; : = = . eee oe 4 

ee ea ee ee ee ey ‘cad may 7 apply. for ; a retirement leaye: if at : the time. 
rn ae i ee ee. application he is cligible. for retirement, or” if he. ‘will. become a, 

Phe eligible to retir€at-the termination of’ his ‘leave. a 
a eee ee eee ee a, ‘Although the, ‘teacher signifies: on the’ application i. it: oe 
Ee a ee intention to rétire on the first school day immediately otowing oe ee 
oo the termingtion of his leave, he need not retire at that time; he may’ oe ee 
“oo eguime active service upon the termination of his leave if he obtains the A 7 ag te 
pee ee -permnieslat of the Personnel Division. pines . - 
ee ae oe Foe” aa 5. A retirement leave may be cancelled when. a ‘teacher on 1 such . oe. ok ee 
a ose ee ae leave files an: application with the Personnel Division for reinstates 2 = af : 
eee ae ae, “ment, in-which case he shall ‘forfeit any future right to the amie = | 
Se a of days already taken. However, according to the by-laws, the leave 
i a may not be terminated i in the month of January or June. «—_ 
Be EG On resuming service at the termination of the retirement. on a. oe 
. lave the teacher. will be “— to > his unused ‘accumulated sick 4 +e, oN 
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rete eae nite 3 in is event al aiaiaad: illness ‘deen to his return to 
7 E duty. He will be credited with 10. days of additional, Sick leave 
pe for each succeeding year in service. fen. 
So Tf a teacher is granted two separate’ retirement leaves, 
Pe oS ‘the total of both may not exceed the number of ‘days i in one school 
: ge term. | 
a ee 8. A ade = ideal i duitig the period of his | retire- 
|" “ment leave, may apply to the Division of Personnel for a sick leave. 
a lif approved by. the Medical Director, the number of days of sick leave 
~~ to which he is entitled is determined by subtracting the number of 
-. school .days actually taken as retirement leave from the total ac- 
cumulated unused sick leave. _ 
9, ‘A’ retirement leave shall be terminated when a . teacher 
ee files an’ application at the Retirément Office for immediate wet 
ee oo eee ment from the school system. _ - 
ee a ee 10. Days when schools are Not in ‘session, including vacations | 
eS ee and ‘holidays, shall not be counted in calculating a retirement ‘leave. 
‘When a, vacation. period intervenes between ‘the end of a retirement 
__. leave’ and the teacher’s retirement date, such vacation -period will 
"2. be considered a ceed of active service for all purposes: including - 
- oe Ss compensation. | 
oye Ts A teacher on retirement leave is. prohibited from’ serving .. - 
Oe din any capacity. under thie. jutisdiction of the Board of Education, orin © _ 
A om any. publicly rted institution in the: City. or State of New York, - 
eer ent _.» during the perio his leave. There ig no restriction on, private 
= aie ee Ne oe employment, or on p blic employment outside the State of New York, —_ 
ge ee, Bee during the period of the leave. © , _ 
Poe es seats. 4 12. A-teacher on retifement Leave: is entitled to full pension! se 
tee ee ee ee credit during the period of the leave, including the city’s contribution nae 
oF el of 5% to the reserve-for-increased-take-home-pay. | a Ot 
2 swe, 13. Members of the Teachers’ Retirement System who teach i in 
oy 8  * “* the municipal colleges shall be eligible for retirement leave on: the 
7 game basis as employees of the Board. of Education, except that ~~ 
_- & | the retirement leave privileges of college: employees shall be based i 
nthe’ — of the Board of — mee. | | 
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- CHAPTER 4 
‘LEAVES OF ABSENCE WITHOUT | PAY 


a : 


| Tescumns MAY be ane ion of nies without pay for a 

number of reasons. However, many do not realize that it is 
- possible i in some cases for the teacher to receive service credit: for 
retirement purposes for the period of the leave. This: chapter will. 
concern itself with a discussion of leaves of absence without pay - 
- for which service credit may be claimed. 7 


"LEAVES OF ‘ABSENCE FOR - a a f me a 


RESTORATION OF HEALTH (WITHOUT PAY) 


_ Teachers who have been granted. leaves of abeénce without pay 
_ for reasons of health may receive service credit: toward fetirement 


se ‘under the following conditions:- -) | 1. 7: : 


1. The teacher -must file a written sipllaiion: ‘for retivement . 


‘enle for such leave of absence with the Personnel Division of the" 
Board of Education within thirty days after he resumes servicé.. |. 


2. The Board of Education. may ‘then: recommiend to the * 


3. The total retirement credit for all such leaves of abserice 
taken by” a ‘teacher’ Maing: his teaching” career. a not exceed 


we one year. 


_ LEAVES OF ‘ABSENCE F FOR STUDY, RESEARCH, ETC, 

» Service credit for retirement purposes, not to. exceed two years, 
” may be granted to teachers in the public ‘schools and municipal. 
“colleges of the City of New York who have: taken leaves of absence - 
without pay for the purpose of: 
: (a) Study, research and teaching under Fulbright, Unesco, 


Ford Foundation and similar grants recognized by the Board of 


Sa casearaal or Board of —_— ee 


¢ ‘ 
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Teachers Retirement ' Board that retirement: credit be granted for = 7 
** the leave.of absence without pay for. restoration, of health. _ | 











( b). Service. in the Peace Corps. 


re. 2 _ governmental agencies, 


(d) . Teaching: at one af the branches of the N cw York State - 


oe. Unive 
2. (e) “Teaching dependent children of military personnel. overseas. 


a PS : s oo : . | “the Board of Education or Board of — —— 7 


_ MILITARY LEAVES ° 


Bo erences 


_, receive full pension credit for such service. He will be required to 
_ contribute to the: Retirement System. for.the period of his military 


oe eo os, ‘ | the following methods: 4 


1. He may deposit monthly into the Retirement System, ice | 
the period of his‘ military leave, the amount that would ‘have been, 


Sor fe ai _ deducted from his monthly salary’had he remained in the ‘System. 


- ae , i we wes 2. ,He may pay a lump sum equal to the total amount. of | 


2 K _ ‘contiibutions due when he resumes his “teaching service or ‘at any 
_ time’ within five years following the termination of his leave. 


_A teacher who fails to make .the required’ contributions within 


ey ' : . oe —_ years from the completion of the military —_ will forfeit - 


oot. all nights to creat for his — service. ° 


Pepe: Seiya ls eae ‘Teachers who have any questions concerning —_ of abeeate 


oe eae aa - . ‘without pay should “make i inquiries. at the Personnel Office of the 
ae ~ Board of Education or = Board of — Education. 


sey 


. s om ee 
- : ° : = 
SNS ie siege i. re ee ee eee | ee eee: ees 
7 ‘ Be >. 
. . ~ r = . . . : . - : 
2 


( : 
: i ; i sO ne eee ere . ‘TF -5 m woe . « Sethe ; en we a a = ; a . 


= 


RIC 


Wei 
' 


re c). Participation i in scientific and chenliend projects aie s 
the auspices of, or recommended by, federal, New y York State or City _ 


_-(f) Participation in special educational projects recognized, 7 : 


7 : - = ro oe _ A regularly appointed teacher who i is called to military auity will 


| ~s Jeave the same amount that he would have contributed had he not |. 
"-. °°, been_on' leave. He can make his homey contributions ing. one of - 


ae mo +” ,.He'may elect to have the total-amount due pro-rated during 

ae ae “the five-year period. following his return from, the ‘military leave. .‘ 
a ae “The -pro-rated monthly amount, added to his regular contribution, 

; ” will be deducted from his monthly salary during the five-year period. 
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, oS [N DECEMBER 1957 the teachers of New York City, in a special Sa ns | 
_.—* *- referendum, voted -overwhelmingly in favor of accepting federal ~, 
ee ee a= "Social security .coverage. This coverage was made retroactive to. 8s 

ee si. * ‘the beginning’ of 1956. The teachers and the city were required to,» 2. 
@ | _ pay an amount equal to the total Social security tax for the two ~, 


tp years 1956 and 1957. Thosé regular teachers who: were in service | ik 


RE me a ee = ee ee gt a 


Mw Sa, in December 1957 who preferred not to be: covered by social security. 7 ae 
_ Were not included.’ However, teachers appointed after 1957 had no” 2 ee 
| | _ - z¢hoice; they were automatically covered by federal social security, ©* = -*.° ; 
ao ee oe eee . QUARTERS OF COVERAGE ee eee 2 ake ee oe 
Sot |” “teacher must’ be Fully’ Insured. This means that hé must have ben 
yee $2 employed on a’ social security covered job for a certain length of | - .. ee 
oi" =": time ‘measured in “quarters of .coverage.” A. quarter of coverage 
|." corresponds toa calendar quarter of work (a three-month periods =)“ 
+... ending March 31, June 30, September 30 or Decémber 31) during? ' ° 
ae ‘which he was paid at least $50 in wages. © Jt, 
Se, fe ee, © eo The number of quarters of coverage required for social’ security’ -.. ee 
os benefits’ has been substantially reduced since thése benefits first be-,% 0 
Han Pee came available to teachers in the public schools. Many steachers/ st 
+ Go and retired teachers who could not. qualify for benefits-on the basis of | 
or ' earlier requirements can now do so. = a 8 ee in 
vf a Under the present law, a man’ is “fully insured” if the number. : 
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of “quarters” he acquires equals the number ‘of years that elapse - 
after the year 1950 and before the year when he reaches age65. «| 
_. * A woman is “fully insured” if the number of “quarters” she . 

" + dequires equals the number of years that clapse after the year 1950 ~ 
_-: and before the year when she reaches age 62,' ; «et  ebar ee 
_‘. - The above statements lead to two simple rules: oe Se 
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4°" CALCULATION OF-OLD-AGE BENEFITS 
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|" OLD-AGE BENEFITS 
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_ ttt a 


. | 
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: & 


' -Ruiz 1.--A man can calculate the number of quarters he needs _ | 
to be “fully insured” by subtracting 1951 from the year in which he | 
=" weaches age 65. 0 ne oy a e+ Y 3 
Example: | | 
_ Subtract 1951 from 1966; the result, 15, indicates that he needs 
15. quarters to be “fully insured” es © oe 
_. | Ruz 2. A woman can find the number of quarters she needs’ 
+ to be “fully insured” -by subtracting 1951 -from the year in which she 
_ veachesage 62.000 oe ee 
_. Example: Mrs. B was born in 1902:-she will be 62 in 1964. | 
"Subtract 1951"from 1964; the result, 13, indicates that she needs 
«13 quarters to be “fully insured.” 
| ' This should be added: Regardless of the rules above, no one — 
18 fully insured, unless he has at least 6 quarters of coverage; nor: _ 


7 


i. + does any worker need more than 40 quarters to be fully insured. 


ae if an employee retires when he is “fully insured,” he may apply 


_* oe . for Old-Age benefits, provided he is age 62 or older. A woman _ — 
oe - 7 on who .has been paying Social Security. taxes since 1956 and | | 


i.) kgtires in the fall of the year when she is 65 or older is normally | 


| never before accepted Social Security benefits), = °. . 

A male-teacher,. under Similar circumstances, would have ‘tc be 67s 
te, ‘or oldersin order to rective an old-age. benefit of $127 monthly, ==> 
Tat ae eee AE one,accepts benefits before age 65, the benefits ‘will be lower’ 


a entitled to’ the maximym social security benefit of $127 monthly =§= s+ : 
+‘ ** (provided she had | : 


t /* 


.,.. & more ‘precise calculation is needed ‘in order to be able to 
_ ascertain the- old-age . benefit’ for‘ a teacher. To this . Subject we 
7 . “In order to simplify: the calculations involved, we will limit  -‘ 
___ the explanation to. teachers who accepted Social Security coverage © 
+ in 1957, retroactive té Jantiary 1, 1956. We will recall that teachers 
- for each of the years 1956, | 


Social Security taxes hhave been paid =". 


paid Social Security taxes on $4,200 


‘1957 and 1958. Thereafter, 


¢ 


"taxes: wére. paid: The calculation. of the average monthly earnings > 
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Mr. A was born in 1901; he will be 65 in 1966. Ze 





tah year on $4,8000 Pe 4 
- “ . The principal factor in ‘determinirig gan employee's old-age ‘’. te a 
_' benefit is his “average monthly carpings” on which Social Security. | ‘ 
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and the. resulting old-age benefit will be made clear by means of 
. -Speci i¢ examples, We ‘assume that the teachers in the illustrations 
_ CALCULATING THE BENEFIT FOR WOMEN 6 
__._, The rules for calculating the “average monthly. earnings” of 
‘women are different from those which are used for men. We shall. 7 
 .. confine this section to the calculation of the. benefits for women; _ 
"» the men will be considered later, a es 
We shall consider separately these two Situations in the case —. 


| __ of women teachers: _ 3 ae | ; , 
_ Situation I: When the woman retires BEFORE the calendar = 


year in which she reaches age 62. 


Situation IT: | When ‘the woman retires AFTER the calendar year 

- in which she reaches age 6l. *' - | Oo _ 

et -Example.1: Miss F was born February 1905. She expects to. - 

'  etire Septeniber 1964. Her Social Security benefits may begin Feb- | 

_ Tuary+1967 at age 62. We shall calculate F's “average monthly == 

___ ¢arnings” and the amount of her benefit: (We assume that she will * ..- 
apply for benefits beginning. February 1967.) 

- “Step A:~ In the case of a woman who ‘retires before: the year 

"in which she reaches age 62 (Situation I), .we ist all her Social 


1957. 4200 ° 1961." -4800 1965. aero. 


| . ; go ‘ | | oa : : . 
“, _ Step B: In the case of 4 woman who retires before the year: 


_. + When she reaches 62, we count: the number of years in the above _ 
list. The number is 11. We change the 11 years to months; 11 x-12 
_, _ €quals 132 months, — ae eee we * ate 
Step Ci We add ihe total earnings listed- above for the 11. 

‘years. The sum is $41,400. a4 # CN . < 


STEP D: To obtain the average monthly earnings, we divide 





Security carnings from 1956 through the year when she reaches 
|.» age 61—in F's case, 1966. Since she plans to retire in 1964; her 
- earnings for 1965 and 1966 -will be zero; these years must be 

Included. The 7 will then-be as follows: os .* oe 


7 Year Earnihgs Year. Earnings : Year ~. Earnings 
jee. $4200 1960 $4800. 1964 $4800» 


1958 4900 1962. 4800 = 1966 zero 
‘1959 48001963 4800 + tt 


ae 


__. the total earnings, $41,400, by the number of months, 132. The 
oe: | 126 | | 
aspen ry merge porate een NE a cetera nee 2 
‘ ; . * 
| \ 
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TABLE 26 


“ | “a 
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/ MONTHLY OLD-AGE (SOCIAL SECURITY ener 






eo UU ‘Average. — Benefit 2°. Average — : nefit ge 
7 Be og. 2 Wage Age 65° Age 62 © - Monthly Wage ‘Age | Age62 . ee 
a ee SISI-IS5: $4 . $59.20 _ ($278.28 ~ S10l- $8080 2 2 
ee a BBO 75 60.00 2862-2860  102— ates iiti<‘“CStS a 
eee So  VOl-t6H 6 BOC t—i‘ié«aB-294 — 1038 8240 oo ee 
Me $65 TT 61.60 - 292-295 104 83.20. 
U8 my, Ee Oe 786240 29300 84.000 
tee a 75178 sé. 301-305 =: 105 *.__ e480 
79-483. 80 64.00 = . 306-309 107 © $5.60 
184-188 Si 48000080814 ts 86.40 
(189-193 = 8 82 BOC + 316-319. 109. 87,20 fe Pe 
19497 83 - 6640 8 = -320-323— i tsi(ititiB CC eS ee 
i - - 5. 1982020—C— A720 324-328 = i’ oN BBO ti‘ “( lt: 2 
ae eo Gt 208-207 BDC -. 329-333. 2 8960 =... 
ee = 1208-281 7 8 6880 j= = 3343370 3 90.40 _ 
/ 6 ee 2021 agg 69.60. - 338-342. M40 N20 
a 2920 870,40 :, 343-347 | M5 9200 A 
- 90 - 89 N20. 0, 348-385E tC 92.80 + | 
‘ee oe a Sta 226-230 # §=. 90 72.00 |. 352-356 =. IIT) - 93,60 
wo 08995 91 = 72.80 357-365 IB AD 
038989 | ~  :. 92. 7360 . * 362-365 119 95.20 8 , 
4 oe 240-244. —. 93-* 7440 366-370 120s 00-  k 
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re _ Sar |Y, 371375 BO. 
Te 250-253 95 7600878379 220° 9760. 
yes BABB 9H TOKO 808RR ee ee , a 
25992868 OTTO S35 -889 124 9920 
a 262OT 9B 7840890393 N25 100.00 
ea eB gggg 99 T9200 394.398 en 
et a ee ge R27 00 -~ : a 399-400 - AT WON fe oe. 
ae “quotient, $313, * is the “average monthly. earnings. ee fa 7 ee | 
_* 2 ae Step E: Finally, we look at Table 26. We find that, the’ ae 
. eae 3 “average enonily earnings” of #13, the Donal at tage 62 i is $86.4 40. fe ee 
7: "Example 2: ‘Mrs. W was ‘born sas 1901.:She plans to 2°. 
‘retire September 1966, shortly after age 65. ‘She wants 3 to KNOW what 3, 
her. old-age benefits will be. — 3.. 
| We first calculate her. “average monthly earnings. ? We pro: =, *3 2 oe 
ceed as follows: _ , = : 
Step A: In the case of a woman who retires after the year 
‘in which she reaches age 61 (Situation IT), we list-all her earnings 
on which Social Security taxes were paid, from-.1956 ‘through the oe 
: year when she retires. Here is the list for W from 1956 — 1966: © 
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| 7 In ealeulating the average monthly earnings we saa the fraction. of a » dollar : . 2 
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$4,800, the aferage annual earnings were $4,800. Obviously, ee, 


1958 200 
. 1959 4800- = 1963-4800. 


a ~ 1962, ‘when she reached agé 6 
with ‘the maximum earnings of $4,800. 


> Mis. W. 


| age 65, there will be a small reduction from the $127. Generally, 
_. for each monthly check accepted before age 65, the $127 benefit” 
_° Av reduced:by about 70 cents, 
_ CALCULATING THE BENEFIT FOR MEN 
Pha «there are two si 
pa “in which he reashes_z 


“s “in which ‘he reaches age. 64. 7. 


~~ and his old-age benefit at age 62. | 


- through 1969: 





Year. Earnings’. © ‘Year © Earnings 
(1960 $4800. ~—=s«1964.- $4800 
-*- 1961 - 4800 1965. * 4g00 © 
196.4800 «Ss «1966-4800 


Year Earnings / 
1956 $4200 
1957 
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-. Step B: For a woman why retires after the year ie ‘reaches — 
age'61, we count the number of/years from 1956 through the year 
ned age . The number of. years is 7. This 
_ number, 7, is important in the nexp stepl- auf 
_ Step C: Now-select 7 years—with the largest, earnings. The. 
years from 1960 through 1966 are clearly the seven years,: each 






Step D. Since the earnings for each of these 7: years’ were. 


divided by 12 gives us $400 as the average monthly earnings for 


‘Step-E: Consult ‘Table 26. We find that an employee whose 


Peet average monthly earnings are $400 is entitled to ari old-age benefit 
of $127 monthly, if she is.65 or older. + Cease 


. Note: If Mrs. W collected old-age | benefits before she reached. 
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We now turn to Afie ten. Here, too, as in the’case of the women, 
re two situgtions: -\_ | | Ree 

Situation I Whed the\m 
safe 65. 
hen the 













atinretires before the calendar year 
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an retires after the calendar year . 





Situation IT: V 


ta 


We shall illustrate each. situation. ts 
1966 at age 61.:We wish to calculate his average monthly earnings 
_ Step A: In the case of a man who retires before the year tn 
which he reaches 65 (Situation I ), we list all. his Social Security’ - 
_ earnings from the year 1956 through the year ia:which he reaches - 
age 64. M will reach 64 in 1969. For the years 1967, 1968, 1969, 
his earnings are listed as zero. Here then is the required: list from 1956 
sealant ee es 
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._ Example 1: _Mr:.M, born in 1905, plans to retire September 
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cope ‘ Step. B: For a man who retires after the year in witch he. 


A ent ey pee B: In the case of a man whe retires + before the year Lf var “ | 


7 ae | 2 x 14 equals 168 months. | er er 
CO Be See Cr We now add all ‘the earnings in the list. The sum + 0 te 


. : yd ‘ ' o's ” 
; 4 : . . : : - ; . 
. +4 . 2) 8 
. ’ oF. ‘ ‘ a : : 
erg ‘ . Z 
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> ac "1956 through 1965: 


: . eg . rer ar 7 rr 5 
é . . * ~ 4 ; 
4 A . y . : if s . 1 7 : 
+ . . o* 3 2 ¢ . 


eget “1958  4200°——C; 1963 4800 - S ‘1968 zero eal ee Gs 
/ hee, 1959 | 4900 "1968 (48002-1969. zero 
she “1960 4800 °° 1965 — eo ee 


i . . Bs gat 
- 4 ’ - - ty is « 7 ‘ » 
° ey r ' : . - 
e ‘ , , 4 . 
; ea . * « ht = 


ee “when he reaches age 65; we court the number of yeais in the above | 
et list. The number of ‘years is. 14. ‘We change the 4 ga to months} / 


$51, 000. 


Step D: To. obtain the average ‘monthly. eainings, 1 ‘we divide 
* the total earnings, $51 000, by the number of months involved, 168." 
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ee aw _ The quotient $303,* is the average’ monthly earings. | a oe shi, 
Ele on) “ Step E: » Finally, .we consult Table- 26 and find that corres-_ (= eee 


oe 7 "polling to the “average monthly earnings” of $303, the old age me te 
a. benefit is $106. monthily for a man age 65, or $84, 80. monthly | for oe a 
& man who receives his old age benefit at 62. °. so 


eo Example 2: Mr. N, born in 1899, pls to retire in n September ; | 

Aro 1965 at age “3- ) a ee 

. Before we determine his old-age benefit, we inust calculate ee 
“his. “average ‘monthly earnings.” ae. a 


oe . | : | _Srep A: When a man retires after a in which i 7 wt, 4 
som age 64. (Situation. IT), we list all his Social. Security earnings from se 
_ 1956 through the year when he retires. Here.i is the list for ea from. 
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| . : ‘Earnings Year Earnings’ Year ‘Earnings 
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. 1957, 4200 .—s«1961. _ 4800 — ft 1968 , 4800 — ; 
i 1959 4800, 1968 4800 - ee ree oe 
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mw 4 4 +t 


reaches age 64, we count the number of years from 1956 through the Se 





* See footnote on. page 127. 
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7 Year ‘Earnings: 0 Year Earnings . ‘Yeat ieee. sets & 7 : be. 
74956. $4200" 1961- “$4800 «= —=S«1966 M000 
Hos 7 1957-4200 1962. 4800 1967. wto ver 


1956 $4200 «i960 $4800 «= ’- «964. $4800 tt 
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| 4 Sadat ds years, by count, ‘fiom 1956 through 3968, is 8 This 
Set ee aa ee ., . oo * _- number, 8,, ij, important j in the next step. 


ee ee Step Cy From the above list, we select the: 8 years wie “ . 


_* axe eae .-, “annual earnings were largest. we have 7 years (1959 through 
Sop pee 4. .*965) ‘for’ which the earnings were $4,800 yearly. We must add one 


2 ls 1958 through 1965. 


) ce ; ’ : - i ee : Sree D: We. now ‘add the dineeliia for the- 8 years of ‘highest . | 


-. earnings—1958 through 1965. The total of these earnings is $37,800. 


> year when the cummings were $4, 200. a we select the 8 8 years from. = 


: oa | _ Since we hy, the average monthly earnings, ‘we convert: 8 years ‘to ta ; 
Cc 


oe pete Ad 7 96 months. 
Sus Oe ee ~ months, 96. The quotient, $393,,is the ayerage monthly earnings. 





Si Bee * ial carnings of $893, a man, age 65 or older, is entitled to 
ae "an old\age benefit of $125, per month. © = = 
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I. oer 3 a8 a pies e “age proyfded: he meets the following: conditions: - 
6: - on a oe ae ee He must be incapable of engaging in any. ‘gainful activity. 


Srep E: Finally, we. refer to: ‘Table: 26.- Corresponding ‘- 


abled worker may ‘apply i saaaeaal | benifits at any 


~~ 


divide the total earnings, $37,800, by the: number of / 


by reason of a medically determinable physical or mental impairment ~ 


- 4 which can be of long-continued and indefinite duration” or > : 


S ae i - oon Es likely to result in’ early death. a 
ee Oe a a 2. He must be “fully insured” and have at lenit 20 quarte? 


se 2° Of coverage in the 10 years immediately preceding his application 7 


-, © +." | for disability retirement. 






ee “yes The amount of a worker's monthly disability benefit will gen 


ms eae et erally be the same as the: ‘old-age benefit he would have received if’ 
| ee os | he hhad reached age 65 at the time he applied for. disability benefits.” 
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be ns oo Ps _ BENERTS FOR "DEPENDENTS. Pen 
ee ae oe ‘When an employee rectives old-age or ditty benefit, pay- 
eal can also be made to certain dependents: 
(a) To unmarried children under the a age . of | 
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“abled before age 18 and who remain disabled. 
(c) To the wife,-of the employee if she sis caring for a child 
f group P (a) or (P) wei 
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ae ee a eee A teacher who accepted : Social Security coverage in 1957, retro- 
Oe, ge es 8 __ active to (1956, will notmally receive about . $124 monthly asa 
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(b) To unmarried children of any age who severely dis. - 



































= ‘* = : : -. 
ae * a 
* 8 7 : § 


. « ; . ‘ , , 7 
378 : 3 ‘ ? ¥ = ° . 4; Nis : . ; : . Ye eo : a 
- ‘ + $e Sige a gk a ° Mt ry rye tee ° = ie > ° ve ' ee 7 , . v : 
e . . oe . 5 et Ralph dn dpramanae, iin. ee a Re a ‘ar hice 
oe. . 
. . ; 17m 5 ’. a . Lt . . 


Aes me 
PD eet i Re a oe Ma Tee RRM eae TR Tee adh. ede pet. FRE dw a de jae ge aed sence eee at cone a aly ee Bese IR as. ‘ 


- ‘ . : . ° ; s Z ‘ ; =. vs : . . yw : 
eS ae - — “\ We :. ‘ ; 
; so me 3 ‘e a it ae ii * lel , es 
. . “4 : mre . 7 ° : , er » ae : ™ . . : , > 
ae ee a pe . ge | _o + ‘. > ™™!, 
. : . : ‘ " “ . ~ ee ot se * 4 aon : » 
. t . a 7 vg . & 
: ee . : a iy 4 | i 
» ” . 
ae + 
a 





ee (d) To the retired employee’s wife, if she is 62 or older—even 
fe if. no child is in her care. . ome | oo -* = ge ee o 1. 
SP Pik yo ope uO Gee ene 92 Hel To the dependent husband of a retired woman—under 
fee oo ., -,. AMOUNT PAYABLE TO DEPENDENTS - 7 ee lg 7 
Sg Oe ge ae Generally, the monthly’ benefit payable to a member of group 9 
See es le ae “+ (a) or-(b)-or (c) above; or to a wife, age 65, is half of the “primary .. 0 es 
%+ %, insurance amount” of the retired employee. By “Primary insurance 3 
| =”. amioune,*"is meant the ‘aigount: received inonthly ‘by the employee, > ie SS 
cost. dif he retires at 65 or older. However, at no time, may the total Se 
omy, 1 0 st benefit. paid-to all the eligible members cxceed $254. If necessary, 8 3 ee 
fact i, $85 be mot exceeded = hee, bn they Mahe, 4 ea 
Sg Example 1: Teacher B,' a man, retired September 1963, at - ~~ rn 
ne? , ow. age 66. He is receiving. a monthly old age benefit’ of $125. His wife, oo ee 
la 8 8) sage 65,.is entitled to a benefit of half of $125, or $62.50 monthly, = = ©. °° 2 
Os og Peco eae AE Bs wife were age 62, her benefit would ‘be only 3/8 of $1205— 
Slat ae OF ‘$46.87 monthly. Under the rules, the $46.87 is increased to Se 3 
EMBO Te Be 
“Example 2: Mr..K plans to.retire at age 62—in September, 
+ ° 1964; he has a wife, age 50 and a daughte » age 12. What benefits 8 8 §§ =.’ . | 
p Py ae eae -. are payable to the wife and daughter? if, at the | Se 
ws. 3) ment, September 1964, K had delayed accepting higfMecial Security 
oe benefits for 3. years until he reached 65; his mo 7 
oe as ‘then be $108. ‘Since, however, he collects his, nefit immediately , 
y .  *) Upon retirement at age 62, he will receive only 80% of $108—or — 2 ee ee, al a 
+4 =~ $86.40 monthily. Nevertheless, the benefits to the wife and daughter oe ee ee 
2 ee ee will be based on the larger sum—the $108 that would be payable  §« ... 2 ae ee fd 
eae 0, 4 to Kat 65. The daughter will receive half of $108—or $54 ‘monthly, © & “a - 8 
Doe until she reaches 18. Mrs. K will also receive $54 month! , until the 
daughter reaches 18—provided Mrs. K is not earning more than Ss‘ 
 * $1,200 ina calendar year. a. oe 73, 78 “# 
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_ + BENEFITS TO SURVIVORS _ A OR as a tert 
a - When an employee who has been covered by Social Security / mot ae 
- dies, either before or after retirement, benefits may be paid to a ee 

_ certain dependents: Oo | oo ee Fe, 
—.. (a) To unmarried children below the age of 18. /' ae lk 
_ (b) To unmarried children of any age who were severely dis- _ fe? =, 
abled before age 18 and who remain disabled. os | : 4 
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ar fc) To the shed of i deceased if he: is cating for 3 a. til en * 84 he Be, = 
wet oa ee, ee group (a) or, (b) above. 2 eee a Me, aes Seen, | 
fog na  (d) To the. widow age 62 or older, even if she has no child See ge a. 
on. & 3 in | her care.” et ee 
rb os. @) Toa dependent parent, age | 62, or ‘older. a ee ee _ 
Bm = —(f) Toa dependent widower, age 62 or older, =~” 
ee one 7 : _..__ For benefits to be paid. to an individual in group (a) ‘or. (b) 
ee ee a “OF (c) above, it is sufficient if the deceased waS EITHER. “currently” Ce le ae 
eee ees . .OR xin insured._To be. currently insured, the deceased had to have : a ae eee 
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“das she “euarters of coverage”. during-the three years prior to‘his death." <)0009 01g 
eo - For benefits to ‘be paid to air individual in’ group. (d). or (e) PR 
Bove, it is. require ed. that. the, deceased: be, “fully insured”. vat the By DO SREB 
cee Se eee ee ee 
6 Re ae at ee at Be For benefits to a ‘deomadion winks, the deceased inust hae ee re oe ee 

a the i a een’ BOTH “fully” AND “currently” insured. at the time of her death. oo er es oe 


wie 





‘iaamy cet, eS a “AMOUNT PAYABLE TO SURVIVORS © oO oe et eee wet Se ee, 
bk es A widow, age 62 or older, is entitled to a ‘monthly. enefit CS! ue ae * Oe ee 
6 ee ea ee i of 82. 5% of the deceased husband’s “primary insurance amount” 8 
ho TE the “husband -was a teacher who accepted Social Security coverage © a5 
re ee ee in 1957 .and retired in. September 1963, at age 65, his primary = 
ee Es insurance amount was $124. Upon: his death, his. widow, if she | oes 
owe tg ig 62 o older, will be entitled to 82. 3% of $124—or $102.30 rey, , *, Bex @ 
Co * ye ae Fs for life, unless she remarries. mo fom, ane, 8 sae ge  S 
tates | es he Oe, _A widower, 62 or older, if he is ioseed on. his wife for toe" 7 eet “# : 
ee me aie he ee support, would receive monthly 82.5% of the deceased wife’s primary ee ee ee 
ae ag Pe ta ee, insurance amount—until he dies or remarries. © . ee ee 
_3. If only one dependent parent survives a son or daughter, ee ee 
the parent ‘would be entitled to 82.5% of the primary insurance =i; 
sts amount of the deceased son or daughter. If 2- dependent parents Se ge ee ee 
| 72 survive, each parent would be. entitled to ‘15% of the eoee.. a an 
ys. insurance amount of the deceased. * a ee Se ee oe FE 
eo Fe" The insurance benefit of an individual in group () OF 6.7 wn Ot 
eae (by or (c) is 75% of the primary insurance amount of the deceased. tae 2 ee 
* 3, os Note: The total monthly benefit to all survivors may-not «© 9° *:. - 
ea exceed $254. If the total, under the above formulas, is more than _ oc ee 
a a “$254, then the benefits for each eligible survivor will ‘be reduced. by 
| + ° the same percent—in order to bring the total to $254. | Oe. ee” Be ae 
shall close this subject with an illustration of the benefits er oe ee ee 
 to,the urvivors of a young teacher. + | . | 7 2 
ee xample: Mr. .D was appointed a trachea & in “the New York se 
oe -* = ——? in 1955, at age 23. In Mat, he chose coverage : | 
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pare. Social ieee: He taigh continuously until J anuary 1964 - 
-.” when, unfortunately, he was killed in an automobile accident. ‘He 
__ Was.survived by a young wife, age 29, and two we ages 2 and 
7. What benefits are payable to the survivors?’ a e 
— We. must: first calculate the “primary insurance amount” of | - ae 
a a 2 the. deceased. When a man dies before age 65, we nevertheless - | 
eee ke ~“ealculate the primary insurance amount. as if he reached 65 at.” 
eo tee, ae oe ee time of his death. A calculation shows that for the deceased _ 
ae D, the primary insurance amount was $123. oe a 
so oes. "The, reader will recall: ‘that. the survivor. benefit for gach, child 
8 ‘and: for: the:mother -who ‘is- caring § for ‘the ‘children ee 
ee 0 primary: insurance amount of the deceased: The : primary: . oe PU See As 
- a amount, 3 int ‘example,. was found | to be $123; Ban of rat 123 equals ae SE UREN BS 
pe uk er P< $9905 “Hence: the total benefit of the: children and their mother was *.-- | 
“ae, fee. ar times $92. 25, or $276.75. This aniount ‘must. be reduced to $254 ee oe 
eee, ee, ‘because the maximum allowable to any family is $254, a3 
ee. ee, > Wher’ the older child: reaches 18, benefits to him will cease. ae 
Gite Ns we Se ‘Thereafter, until the younger child reaches 18, the family will receive os 
Pe fe Poe tas OF ee monthly benefit of twice $92.30 or $184.60. Note that the original © 
Moe a, ||US . benefit of $92. 25 is, under the rules, changed to $92.30. > _ = 
ee After’ the younger child reachés. 18, no Social Security benefits| “ie. Pee 
Te ee wil be paid,-either to the children or to the mother, until Mrs, D_ | te eke Oo 
ak oe _ Teaches age 62.-Then she will receive 82.5% of $123 or $10147— 2 
which, under the rules, is changed to $101.50. ‘This sum will be =“ 
paid monthly to Mrs. D for life, unless ms remarries, 2 
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ee se Tn addition to the survivor benefits indicated ao. it should pS at 
Se i a ge be noted that a lump sum- payment is made to helffdefray the se 
ee ae *” *. funeral expenses of.a deceased who was. either “fully” or “currently” — te oe 
~~ 8 © ie Oe Sr ogae The lump: sum payment may be as much as three times® 
eth “primary irisurance amount” of the deceased—but not in excess vo 
- e.%” = , a $255. Normally, . this lump sum will be paid to the widow or os 
_ widower of. the deceased. If persons; other than the widow or widower, © 
_have paid the funeral _—— the lump sum 1 may be, _ to those eo .8s 
who paid the expenses. 73 | ‘yas 
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ee, i «4 - ‘Additional. examples of monthly Social Secuity benefits are ; 
See feet. oe oe . given i in Table 27. : 
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_*. Persons receiving Social Security benefits may earn not more ne eas toe 
- than $1,200 in a calendar year without loss of benefits. If carnings ihe a 
._ are above $1,200 there will be a reduction of bénefis.. © 
eT ie One dollar will be deducted from the yearly Social Security 

gO ee one benefits‘ for each two dollars earned between $1,200 and ‘$1,700.  —>_— ee Se 
eS ew OE. Thus, a :retired worker who earned $1,600 will ‘lose one-half of — a rr ne ee 
ee ee eg et % 7)” $400; or $200. His annual benefit will be reduced by $20. =) ee 
ON Bee" "For earnings above $1,700, thé reduction from Social Security © ©. 0 a 
ee ee benefits will be dollar for dollar. ‘Thus, if'a retired. teacher earned a 
fee oe oO, 32.000 during a calendar year, ‘he will lose $250 for the $500 of o.oo oe eae 
aah oe “Ses his. éarnings betwéen $1,200 and. $1,700; in ‘addition, he will lose’ oe 2 

a "$800 in benefits for the $300 he ‘earned above $1700. His annuals“. eo ee ee 
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-o. e. * Social Security behefits therefore will be reduced by $250 plus $300, - 
BE ee a Htowever, the retired worker -must be paid.his Social Security, eee. 
oe . ... . betiefit in full for any month in which his earnings are $100 or.less. = 8k a ae 
“on co ss a. 8: This'rule applies no-matter how great his. earnings are. during the 
we ta). Wages paid to a teacher during July and August, when heisnot 
os * "working; are not considered earnings by the Social Security Admin © sit 
at ete _Istration. Therefore, if he is 62, or over. and has not retired, he ‘is 
Sa sy | emttitled to receive Social Security: benefits for these-two months. Of oe 
“.., . Course, he cannot receive these benefits if he does not apply for them. - ee ee ee 
vr tye. After. reaching age 72 a worker will receive. his full benefit Dae Tg pean 
oy, Romatter how muchheearm. = gt eh 
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5a \.,' -*  *. +The social security tax of employees and. employers for -the ° * 
(os, 3 tg years 1963. throtigh 1965 is 3 5/8% of the first $4,800 of- earnings per 
eo gt RABE Oo” geal For nearly. all regularly appointed teachers and regular sub- 
Ee gtifutes this amounts to $174 per year. Under the law, the tax will 


nT st be increased to 4 1/8% for the years 
: ah ° for the year 1968, and thereafter. fe ee ye 8 eee 
tf a teacher prefers not to have his take-home pay reduced by. 2 | we 
7... the amount of his social security tax, he may request that the amount = 
a 7. of the tax be paid for by a corresponding reduction in the amount  *  - | Pe 
' of his annuity contributions. If a teacher makes this choice, his arinuity Se eee es Oa ee 
| - contributions will actually be reduced by $174 per year in 1964 . ea a 


oe te oe SOCIAL SECURITY TAX Pee ea, | ee 
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eee gd 1968, and by larger amounts after 1965. This will result in a 
ag : _ ._. -@ecrease in the teacher’s annuity savings fund, and ultimately in a 
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the perision part of the’ 
any way by this choice. 


r. annuity when he retires, . However, 
_ rétirement allowance will not be affected in 
of method of paying the social security tax. _ 

Once each year, usually in December, teachers are given -an 
| Opportunity to change their methed of paying. the ‘social security 
_ tax.. This ‘is. especially helpful to new teachers who are. nat given 
a choice at time of appointment. In the beginning, all newly ap- 
. pointed teachers must pay their. social sécurity “tax ty Goan’ a 
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_ take-home Pay reduced by the “amount. of the tax, | gwar ayy od, Webel tea 0 
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“Tt. is not necessary to conmalt % an attorney about oldea dis 
._ ability or survivor benefits: The local Social Security. office Sa 
helpful and gives prompt, courteous and efficient : service. 
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IN ‘THIS CHAPTER we shall explain some of the tax laws that 3? 
+“ concern the. teacher when he: retires, We shall also try to-clarify 
the tax laws that are important to beneficiaries of teachers who fe 
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| either before or after retirement. 
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“7,” INCOME TAX ON SERVICE RETIREMENT ALLOWANCE 
Oo oe ok a t: _ New York State exempts members of public retirement 
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paying an income tax on their retirement allowarices. | 
__. The federal law, however, does impose an income tax on the OS 8, Le of a 
fetirement allowance of members of public retirement systems _ of = © tela a 
though not on ‘the entire income. As far as teachers are concerned,, ™ ee ee ee oe 
' , the part of the income excluded from the tax depends chieflyon the. |S oe Pee 
oe ‘ae contributions (without interest) of the teacher during all ‘his ee 
_ teaching years: The exclusion also depends, to a Iesser extent, on the weer Pe 
__ contribiitionis made by the city to provide the pension of the teacher 5 
for the years before 1939-——when teachers’ salaries were exempt from. 
_. federal income taxes. 2 re ce ee a ee ee 
7. 7. When a retired teacher prepares his federal tax return, an aa ety 
‘j»-**, important problem is the calculation of the amount ‘to be. excluded - soe eae, Oe a ge 
‘from his retirement income. The patient reader is invited tofollow: af 
_ carefully the two illustrations here given: - a ee | | =. 
_. Example 1: Mrs. W retires at age 61 
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| . - She chooses. no option . | ee as 
and is entitled to 'a retirement allowance of .$6,000. Shortly afterher 
-' ¥etirement, the Retirement Office sends her a statement in which > ae a 
_- = She is informed that (a) her n¢t contributions were $20,700 and’ a 
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| authority i in: pensions and taxes. 


Jt is in order now to insert the official. life expectancy table for ; . 


the ages of normal service retirement. 
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| ; Oe (b) the city’s contributions ie the years before 1939 were . $4, 500: - 
- 2 The total of these two sunis, $25,200, is technically called Mrs. W's \ : 
i at ___, “Investment in the, Contract.” She is informed that this total, $25, 200, pee 
. an fay Be used to reduce her “Taxable Inccmie,” ‘The entire sum isnot 
Moree: — ‘to ‘be ape immediately; i it ‘is to be. epren: over her en future woe 
as To find. ‘her probab future ifeiime,. we must ite ‘the actantial Bes EE Eg ae 
ee sury Department.A ‘booklet;:IRS Publication: Now.” Fatt ees SR cee 
Re = . 16, ‘tntoriia Ue: that a woman,’ age 61,-has a life, ‘expectancy. of 21° ny Fong gre : 
tee ae eo ope ja Years. Clearly, if she ‘divides the Investment j in the’Contract, $25, 200, ‘ 
a ak * .by 21, the quotient is $1,200. This amount, $1, 200,:' represents: ‘the | 
oe ae ‘sum that W may exclude from her retirement income of $6,000 cach | 
2h 2 ae year for life. Hence the taxable amount we be the difference between : : 
vo. NE . $6,000 and $1;200—that is, $4,800. , a | a 
fo ae - ~ Example 2:.' Mr. M retires at age 65. ‘He chooses Option 4-b; 
“his net annual allowance is $5,400. The, Retirement Office informs 
. him that. (a) his net contributions were $22,000 and (b) the city’s 
od > £9 itributions for the period before 1939 were $5,000. Thus, the total ._ = 
oe . credit (or Investment in the Contract) that Mr. M may use iss iain 
7 a “$07, 000 (the sum of $22,000 and $5 000). The. Treasury Department — | _ = 
_table shows that a man of 65 has a life expectancy of 15 years. a ae 
| Thus the annual exclusion allowed Mr. M is $27,000 divided by 15, e eae 
oy ‘or $1,800. His retirement allowance is $5,400. Hence the ee _ a 
| between $5,400 and $1, 800, namely $3, a, se the taxable amount — a, et . 
_ of Mr. M’s retirenient income. ; en | a 
“ .. Note: “The two examples above illustrate a simple method toe 8 
calculating the taxable amount of retirement income for teachers -. 
ae “9 _, Who retire without an option or for those who choose ‘Option 4-b. | - - 3 
eee oe 7 = other, options are chosen, the tax calculation i is more ¢om- an . 
ea me = _ 2? a . 
fe a ae ‘It should also be added that when the tax return is rtpared om a 
fl i accordance with official directions, the"fiethod prescribed] is. quite | 
- ie. different from the method 1 in the en abov — 
ae! Ge. the result will be the same, ' 
i | Many teachers will find it dif ult to prepare their first tax’ 
nee return on their retirement incdme. They may receive help at the ‘ 
. : « , Internal Revenue offices or they m choose to consult a — 
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= ‘Ure : EXPECTANCY FOR INCOME TAX PURPOSES 
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"SPECIAL RULE oe 


UN mM ke 


The tax treatment outlined : on the preceding pages , applies to. 
“more. than 90% of the teachers who retire. For ‘some. “teachers, 


oe + however, the law ‘prescribes a SPECIAL RULE.. 


‘The Special Rule must be used by those whose total ianaik : 
‘allowance receivable during the three years beginning on‘the date of — 
__ the’ receipt of the first check is equal to or greater than the mvvest- 


“MENT in the conTract. The careful reader will recall that the term. 7 me 


. Anvestinent in the Contract” refers to the sum of these two amounts: 
- (a). The teacher's contributions during his teaching years, and 


(b) -The city’s contributions: to — the teacher’s Pension _ 
“for his Service prior to 1939, ee 


‘The Rute followed. by these teachers is ‘a All amounts 
-reeclved as retirement income shall be excluded from gross. income 
until the. amounts so excluded shall. equal the “Investment in the 


~ Contract. ? Thereafter, alt retirement income shall be included i in gross: 
income. . — 


Example: \Miss B retired teed 1, 1963. Her ‘annual 


_ retirement allowance was $7,200. The total of. her contributions 
was sua 7 ,000. ‘The. re contributions toward the —— for the 
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in a the Contract” was $21,000. 


- Clearly, during the first three years of Miss B’s retirement, a 


will be entitled to receive 3 times $7,200, or $21,600. This sum, 


| ~ $21, 600, is: greater than. the Investment in the Contract which is — 
a _ only $21, 000. Hence Miss B must use the Special Tax Rule. ~ 


In 1963 she received four monthly checks amounting to $2, 400; 
- this sum: was tax-free and excluded from her gross 
~ her fetirement ‘allowance for 1964 and 1965, and for the first seven 
‘dmenttis‘ of 1966 will .also be tax-free because she will not have 


_ received. $21,000 1 in retirement income until the ‘month of August : 7 
1966. ‘After August 1, 1966, all her retirement income . must be a 


“indluded | in — ‘income. ye . | 7. oe 
"RETIREMENT INCOME CREDIT “~° 


' ., There are Hundreds’ of retired teacherg (and other taxpayers) 


who neglect to claim a 
_ when they file their fede 
The term, RETIREMEN 


+ dudes more than income from pensions and annuities. However, in 
_-this bri 


tax returns. 


6 


- fro a PUBLIC RETIREMENT system. 






tax for those who receive 


The maxmuum Social Secu 







- (bj © ‘He must receive No Social | ies and 


not apply to one who has reached age 7 


it a retired teacher does NOT meet. the above conditions he | 
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‘period | tee 1939 anwanted to $4, 000. Hence, the “Tavestment | 


income. Similarly, | 


TIREMENT INCOME. CREDIT on. Form 1040" 


INCOME, as defined in-the tax: law, in- 


discussion, we shall confine the explanation to the tax | 
credit that is available to teachers who receive a retirement allowance * 


it” is intendeg primaiily to yells . 
tirement income but who are en- 
ae titled to relatively little or to 1io| Social Security payments. 
ty payable to an individual 1 is $127 
- monthly or $1,524 annually. The retired teaclier who receives Social _ 
__ Security payments of $1,524 yearly is Nor ¢ligible for any retirement - 
_. income credit. The maximum retirement income credit available to 
‘any individual is 20% of $1,524—that-is, $304.80: To be eligible 
' for this maximum credit, the retired teacher must ‘meet these con- | 
| ditions: . oa 8 | 
— . (a).- His His annual taxable retirement allowance must be: at 
_ deast. $1,524; ot Gan! 


His. wages or salary for the tax year must _ exceed | 
$900 if his age is less'than 62; if his\age is between 62 and 72, 


: his wages or salary’ must not exceed $1,200. This condition (c) = 
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2 _. Social Security payments. During 1963, she filed her federal tax | 


or 


 -$195.20—the difference ‘between $500 and $304.80. ~ _ 


- : -. ment allowance was $5,000 of which $3,700 was taxable income. - 
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: be 


¢ 
rd 


; » z . . . . ; ; .? : o : 
o ° . ; ge ee no "3 , i es 
. 4 . . 7 - >  * 


the maximum amount of $304.80. _ _Su%. 6 § 
>. These two illustrations may clarify the sitdation: 9 | 
«Example 1: Miss F retired in*1961 at age 58. Her annual. 
| retirement allowance was- $4,000, of which $3,200 was subject to 
_ tax. She worked occasionally’ as a. substitute teacher ‘and earned - 
$800 during the tax year. She’ was. clearly not eligible to receive 


aN 


~ may still be entitled to a RETIREMENT INCOME CREDIT—but not to _ 


return for 1962. Her initial tax was $500 for the year. However, - 
. because she received ‘no Social. Security and her salary during the . 
__, year did not exceed $900, she was entitled to the maximum retirement 
-. eredit of 20% of $1,524, or $304.80. Hence her final tax was only 


"Example 2: - Mr. M retired January 2, 1962. His annual retire- = 
_ His additional earnings during the year were less than $1,200. 
~ During 1962 he received Social Security payments amounting to. 
$1,150. His initial tax for .1962 was $600. He calculated his Tetire- 
_. ° ment income credit as follows:  - + , 9° ” 
| | Maximum amount of retirement income 


_ for credit computation | $1524. 
Less amount received as Social Security in the tax year — 1150_ 


Balance = arg 8 
: Retirement Income Credit is 20% of $374, or $74.80. a 


_ Hence M’s final tax was the difference between his initial tax _ 
_. Of $600 and the Retirement Income ‘Credit of $74.80—that is, 
Note: In the new tax law of. 1964, the 20% rate used ‘in - 
_ Connection with retirement ‘income credit has been reduced to 15%. 


or / ° oge s ' ee. : a 
Atte icher who retires for disability may exclude his retirernent 
allowance from his taxable intome until he reaches “retirement age” 


_ generally accepted as age 65 by Internal. Revenue offices, In 
© preparing his federal incomé tax return (Form 1040); on the ling, 


2, 


for wages, salaries, etc,’ he ‘enters the amount of his retirement - 
allowance as: “Disability Income from the Teachers’. Retirement 
‘System of New York City.” On the line for “‘Sick Pay,” he enters 
the full amount of his disability-income. — , =. : 
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a When the teacher a, retires for disability reaches age’ 65 
_ (“retirement age’), he is expected to pay a tax on a part of his 
- =, _'.. fetirement allowance. For the calculation of this tax, it is advisable © 
.. 1) to consult the Internal Revenue Service or an expert in both taxes 7 
oo ae ras and pensions. 2 , | ne 7 ae 
ee eas INCOME TAX.ON PAYMENTS TO BENEFICIARY | 
ot eae ae - a -” We shall now ‘turn our attention to the: rules governing the oe 
. ae oe eee gage o> ‘determination of the income tax on the benefits paid to the bene- ois hea” iia, 2 
ar rr te a ficiary of a teacher who dies, either before or: after: his retirement. Oe * Beers 
ee eS eee Benefits received from a public retirement system by the bené- =” 
$2... | | = se ‘ficiaries of employees i in New York State who: die. before or after 
ane Se ee ee ‘ retirement are exempt from New York State income. taxes. The\ ee 
a discussion below refers only to federal i income taxes. — ee 8 ee 


a TAX ON BENEFITS PAID WHEN TEACHER DIES IN SERVICE 


7 e taxable portion of the lump sum paid to a beneficiary - 
| whe teacher dies in service, either seaaaal or _— he i is. eligible 
near a to retire, is determined as follows: — - A pat 
ee a ees the ‘total.amount payable to the beneficiary, * Giaead ee o 
4 4. Pe ee ‘the sum of (1) the total contributions of the teacher, without interest; 
se , oe i _. (2) the contributions of the city. prior to 1939; and (3) the special ee 
“1... > death benefit of $5,000 authorized by the tax.law. The difference 2 9 
pe ae ora. 2 is taxed asa long-term capital gain in a the + year in which the payment ae Se 
ae eee rn ee $ received. — | - @ at 
ee  Bxample: Mr.~ L died in service in ‘March 1963. His wife 
oe me ileus filed a claini-at the Retirement Office for the mp sum 
ee benefit of $36,000T due her. 2, ee aes 
op Mi, Ds $ contributions, without interest, sinoiinted to $18,000 eae 
_ and the’ city’s contributions prior to 1939 were $3,500. ae 
| The taxable. Portion of the esi sum . to Mrs, Li is deter- | 
-fained as follows: | = 








pe ETE ge a - *® The amount payable to tis beneficiary when the dee dies bidere he is 
oy gos Qligible to retire is the sum of. the teacher’s accumulated contributions: and : 
ee, Ae _ ‘@eath benefit. When the teacher @ies in service after lie is eligible to retire, 4 - 
po BS the amount: payable to the ee is almost invariably ag benefit under a 
Be ee eee 3 _ Option I. (See Chapter 19.) a 
an ok et + Interest is added to the principal amount due the —, iciary ame the date So 
| J of filing of the claint to the date of pyaar a” interest is s taxed as — 
income, 
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Lump sum paid to Mi. L se 


- ~ Death Benefit exclusion se 5,000 
- Portion of Mrs. L’s benefit not subject to tax 


| a Amount taxable as a long-term capital gain 3 7 


: *® The ‘Investment in the Contract is the 


Mr. L’s contributions (without interest) $18,000 
- City’s contributions prior to 1939 — | 


‘ 


? 


26,500 


_ $9,500 


___ If the beneficiary receives the benefit in the form ‘of an annuity. - - 
_ under Option A or: B, the tax treatment is similar to- the method | 
_ used to “determine the tax on the retirement allowance of a retired 


teacher. This-was described earlier in this chapter. 


\ 


beneficiary under Option IV-b is determined as follows: 





4 


(without interest) and the city’s contributions toward the teacher's pension for 


a his service prior to 1939. During each year of his retirement, the teacher- 
"_ Fecovers tax-free x portion of his investment in the contract. The “unrecovered | 


_ part of the investment in the contract” is the excess of the investment in the 


Contract over the total amount thereof recovered, tax-free, by the teacher from _ 
_ the date of his retirement to the date of his death, 


ee ae ye 143 | ; 7 2 e 
. c , . 7 = - . , ee 4 “a . 
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TAX ON BENEFITS PAID WHEN TEACHER DIES AFTER RETIREMENT 
_*. We shall now consider the tax on the benefits paid to a bene- — 
_ ficiary of a teacher who dies after retirement. *_ oe 
_.. . The taxable portion of the lump sum received by. the beneficiary 
under Option I, IV-b or IV-c is determined in a manner similar to | 
.. that explained above in connection with- death in service. The pro-. 
. cedure is as follows: | _ 27 8 ae bia Fae 7 
_ From the total amount of the lump sum received by the bene- .— 
ficiary, subtract the sum of (1) the unrecovered part of the\investment 
in the contract* and (2) the death benefit exclusion of $5,000. The 
_”. difference is taxed as a long-term capital gain in the year in which — 
| the payment is received. © st eg Fe , + 
__, Example: Mr. C retired choosing Option IV-b for $20,000. . 
His retirement allowance was $5,600 per year. The taxable portion. 
Of this allowance was $4,200: His contributfons, without interest, — 
amounted to $21,000 and the city’s contributions \prior to 1939 were 
$4,000. He died 8 years after the date he retired) 
__, The taxable portion of the lump sum of $20,000 paid to the 


sum of ; the . teacher’s Contributions —- 


™ 





anata alia oe eee 
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| $25,000. 
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- First, find. the einall portion of the investment j oe 
contract. Mr. C’s contributions, without i interest, amounted to $2 


and the city’s contributions prior ‘to 1939 were $4,000. The os : 


of these two amounts, $25, 000, is the investment in the contract. 
Each year of his retirement, Mr.-C received, tax-free, the dif; 


ference between his tetirement allowance of $5,600 and the taxable 


portion, $4,200. The difference, $1,400, multiplied by 8 is: $11,200; 


__ this isthe. total amount recovered, tax-free, by Mr. C during the 
eight years of his retirement. To ‘obtain the unrecovered part of the 


investment in the. contract, we subtract the total amount recovered, 


" tax-freé, ae y $11, 200, from the investment in the contract, — 
| enee, the unrecovered- part of the investment in the — 
contract is $13,800. | ¢ 


The sum of the unrecovered : part of the investment in the | 


7 a contract. and the Yeath benefit exclusion of $5,000 is $18,800. The 


taxable portien ‘of the lump sum benefit paid to the beneficiary is 


+ $30,000 ess $18;800, or $1,200. This amount is taxed as a long- 
term capital gain.. 7 


The same procedure i is used. in the case of a ou: sum benefit y 


| payable to a- .beneficiary under Option I or IV-c.” 


In the‘case of Option II or III or IV-a, where the beneficiary : 


- receives an annuity, instead ofa. lump sum, thie method of arriving 

at the taxable portion of the annuity received each year is the same 8s 

| as that used to determine the taxable portion of the retired teacher's _ 

'_ fetirement allowance during:the years of his retirement. The taxable 

«portion of the annuity received ‘during the taxable year is taxed as 
_.” ordinary income. 


‘If a beneficiary finds it too difficult to calculate the ‘taxable 


ee portion of the lump surn or,the annuity that he receives as a result 
OF -the death of a teacher, he | 
. Internal Revenue office or of/a . — nes on — | 





ould secure the assistance of the 


and taxes, a rs - 7 


TAXES ON LONG-TERM CAPITAL GAINS 


Reference has been Made to taxes on long-term capital gains. 


me ‘The tyuestion naturally arises: How do we calculate the tax on: 
. » long-term capital gains? The law. provides- two methods: (a) the is 
ge * oe method and (b) the Alternative method: 


Under the regular method, the taxpayer adds one-half of the | 


| long-term capital gain to. his other taxable income for the tax 


year; he then calculates the tax on the total amount in accordance 
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_ - Under the alternative method, the. ieee first’ cilia 7" ee 
eg bo tax on his taxable i income, exclusive of the long-term capital gain; oe 
| es eS | to this tax, he add one-fourth of the capital gain. The sum is the ae 
ee ee Se 2 total tax.. | 7 
ce ee | “The law permits the taxpayer to choose either’of these methods, : 
ree "* Hie should try both methods avd thea wae dhe mec that results _ | 
See ee, a _ in a smaller tax. ‘When very large sums are involved, the-alternative a 
og ug Ok, method \ generally ‘be more favorable to the taxpayer. ‘ae a ree 
oon ee we Two ustrations will be given: — i FP Oe tae | ae 
ee ea oe Pe | Example 1:, A has a normal taxable i income of $6,000 a. | a. et "OF ae 3 
a all deductions and exemptions. In the. same tax year, A also has ne ee eee 
Te eee ae aa a ~ongeterm eee gain of $20,000: A: files an individual retum. Be 
| eet. _ = we 1 XS Bal Si te er met, Ly =" B&F. | 
a ne er, (c) Total taxable i income oot ey ~ $6000: 7 
( o-e &, - | (d) Tax on $16,000 a es oa . $5200 
ae 2 ee rn ‘We now try the alternative method. _ — 7 
-.. (a) ‘Tax on normal income of $6,000 © $ 1360... 
7 (b) One-fourth of capital gain of $20,000 , 5000 


. 


() Total tax: sum of (a) and (b) ae —§$ 6360 =e 
- + + + Clearly the regular method results iia smaller tax ‘and will == Se ee 
ar be the method used by A when he prepares his tax return. re Fe ee 
Be gage oan 2 Exdmple 2: B has a normal taxable income of $12,000 aftr = === | 
oe “all deductions and exemptions. In the same tax year, B also has _ 
Be pin & eae, oe Ee ieee a —, gain of $40,000. B files an 1 individual retum. 
Pee Se We try first the regular method. : a a | fran — 
oe . (a) Bs normal taxable income ot 12000, 
- Cueto ep ln of 40000 a 20000 © gs, 2 
Se Se Dw ey Sed iey thi dicciathes ‘an oe: ee Sag ee a eae oe 
eee eg (a) Tax on normal income of $12,000 a . - $3400 | a* 7" & ee 
: a (b) ‘Onefourth of capital gain of $40,000, eo 10000 ee 


(€) Tot ea mmol (a) and(b) 


= y 2 ae ‘ : . : | . ; ; . ne 

‘ : \ oe — 73 ae. oz j ' - : r , 
Y , , . . , 7 - i , 
, . : * ; 5 " * * . i . . 
: . : ; . 3 : . . ‘ : 4 ees 7 ‘ : e ‘ ; 
* = . , ‘a . 
. 5 . . i: ° . - : . : : . “ -: ‘ 
® - é : . ie. . a 2 * ; - ‘ ‘ « 

# . a a - 4 ; . : ; . 


= 


€ > 


ae 





é 
oe : we e ; 
‘ . : a r : a a . 
. ners SRA Regt Py tk neha, el state de td ter 
ra A . 7 





: ~. er Beye eee ee , ie. ee A ter te Bengiaey mS rer te tig te wo ecm 9 gi Blew oe Dy PE mens mene ene ge So peg er tee ee 
er NC a tecamaege i5 YN: em rm ioe “= vee! oe eee ans de ovgere ee wt See ee ; re : — : ie wats te aS ee sae At 
mcennialikove + Siege Seip Sige Jace, ON 2, ; : 





veg eae sant pres bl: Mee tn wisipeay ve Mae i : 





2 re ESTATE TAXES: 


4 ..-to the “zstate.” 


me 
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Clearly, in “this situation, the altemative method renul in a: 
lower tax. ON fs | a 2, 4s 


- Property transferred by | a deceased person to beneficiaries is 
oe eaaiie subject to ESTATE taxes, both under Federal law and New 
a York law. 
«In the brief expl tion that follows, our primary concern ig 


ee oe. the tax on funds payable by the New York City Teachers’ Retiremen 


_~ System to beneficiaries of teachers who die—either before retirement 
| or after retirement. _ 
We begin ‘with ‘two. important: principles: er ef (OS. 
Ie Money paid to beneficiaries from ‘the ANNUITY ffnd of = 
| the deceased is subject to ESTATE taxes (both Federal andsStete). 





7 a Money paid to beneficiaries from funds contribiated by Gta? 


| ie the city is excluded from the ne the money is path a 


in ‘the public schools, died - 
/ vice retifemenit.. Her aANNuiTY fund, 
at the time of her death, amounted ‘to $18,000; the city’s death 


: Example 1: Miss Ja a 
before she was dligible f 








oe ¢ - benefit was, $10,000. Mise J’s mother was the beneficiary for both — 


benefits. What part of these sums was subject to an ESTATE, tax?: 

.. A re-reading of the two principles above will show that the death 
benefit of $10,000 is excluded from the estate; = the ANNUITY ~_ 
| ‘fond. of $18,000 is subject to ESTATE taxes. . 


, Example 2: Given the same, facts except that Miss J ‘had 





-.” designated::her: “estate” as beneficiany, In this case, the entire suri 


| we of $28, 000 would be subject to ESTATE taxes. 


_ Example 3: Mrs. F was eligible for service retire nt; un ° 
“a fortunately she died before she even filed an. application for retire. 
ment. F had designated her daughters as beneficiaries under Option ——i 

I. Under the “Death ‘Gamble’ law of 1961, the daughters received 


the full benefit of Option I, namely, the annurry fund of $25,000 
~ and the PENSION reserve of $35, 000—a total of $60,000. How much | 


was subject to estate taxes? Clearly, the City’s Pension reserve was 
excluded from the estate. Only the ANNUITY fund of $25,000 was 
“subject to ESTATE taxes. | | 
Example 4: Mr. M retired and chose + Option I for both the 
pension and annuity. He: designated his wife, W, as 
_ His reduced ‘retirement allowance was $5,000 yearly, consisting of 
a — of tice and an annuity of — When M died, aol 


Ws 


= 146 = 


























2. | 2 eee a é ; 
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| ee 
— eo | es i 2 ‘ aed - ~ es ' . | ss . : e 4. . - 
; 7 | NN a 
z. “wife 1 was , entitled to an annual. allowance < $2, 500, consisting of 
- F | a pension of $1,500 and an. annuity of #1, 000.. What amount was 
4. | -_ Mubject to estate taxes? . 7 

- "Clearly the annual pension payable to W for life came from | 

oe city funds and hence was excluded from the estate. The annuity 

FO - of $1,000 payable for life came from the deceased teacher's apnuity , ‘ 

" - : | fund and therefore is subject to estate taxes. What is the value of — 

tee this life annuity? . 

_ 2 ~ ‘The answer to this question can 1 be obtained from the Teachers? . 
ee Retirement Office. In’ this example the widow wag 72 years old | 
se. ee when her husband died. The annuity of $1,000 for’a. woman, age - 

ee 72, has a present value of Ai dos This amount becomes a _ of 

oe 7 the a estate. | 

a - . DEDUCTIONS FROM. GROSS ESTATE . | 

| | _.. Both thesfederal and New York State laws ako certain deduc- 
- ‘tions from the cross estate. The most common DEDUCTIONS are © these: . 
—_ 1. Funeral expenses | - 
2 _ 2, Expenditures in the sdiinilatiatead ‘of the. estate : 
- or Valid claims against the estate | : 
’ "THE MARITAL DEDUCTION: = * ' 
es In addition to the above deductions that are made from the 
7 : GROSS estate, a MARITAL deduction is. available under both federal. 
ae / ~ and State laws to the spouse of a- deceased husband or wife. Gen- 
a : .. + @rally, the sArirat deduction is hhalf-of the decedent’s “adjusted 
4... gross estate.” The “adjusted gross estate” is the entire value of the — 
q ‘v,  decedent’s gross estate less the ageregate amount of the dednctlog. 
oa allowed for expenses, indebtedness, taxes, and losses. =. 
— g ae Example: Suppose the value of a decedent’s gross ‘estate is 
tig ets "$200,000 and the -aggregate arpount ‘of the allowable deductions is ’ 
“+ $30,000. The value of the adjusted gross estate is therefore $170,000. 
2 a Phe allowable marital deduction is ees to > $85, 000 _ of 
a $170,000). De 
oe ; a THe FEDERAL EXEMPTION | an oe 
Pee "The federal law allows an exzarrion of $60,000 for the entire 


a. _eatate, Under federal law (unlike New York State law), this ExeMP-_ 
+ TION is Permitted even where a spouse has taken a marital joan, 


"hig 
, 
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: estate was left to the spouse of the deceased. After the initial deduc-' | 
' ions of ‘$30,000 and the marital deduction of $85,000, the taxabié 
estate to the spouse was. reduced to $85,000. “An ‘exemption. of 
~ $60,000 is now allowed to the estate. Hence only, $25, 000 is subject | - 
toa federal estate tax. - . (° % “ #3 & % 


+ : ‘ oe 3 
: 2 ; ee oS e 
. 4% : ; ! ‘ ‘ ‘ % 


% ° 
— 





‘Nlustration: : ‘heen that in’. the ‘commie ‘above, the. entire 


i 


NEW YORK STATE EXEMPTIONS - ~* 


* 


‘The State law congertiing EXEMPTIONS is entinly di ferent from : 
: , : e 


Federal law. 
First, a. spouse who has* hile: a. marital deduction is Not 


. “allowed to take an exemption. If she has Nor taken a ‘MARITAL ‘ 
deduction, she may claim an ExEMPTION: ‘up to $20, 000... a BS 
." __ Second, only those related to the deceased, may claim an. exen + “2 
tion. The beneficiaries described below may cach claim an exempt oo 
a $5,000: -- a 


(a). ‘Children and other lineal Saisie of ileal 

(b) Parents andother ancestors of the deceased; 

' (c)- Brothers or sisters of the deceased; 7 
-(d) The spouse of a son or of a daughter of the deceaseds~ 
(e) » -An adopted child or a —* or a lineal descendant. 


: ts an — child. or of a — oe : 


a : ~~ 


After’ our, discussion of allowable ‘ebilicen ‘ait exemptions, 


s | ‘thie patient: reader will naturally ask: “What jis the tax on the NET 


is : $500 plus 11% of the excess over $10,000. 





. $150 plus 7% of the excess over $5,000. 


. estate?” First: we shall give the federal tax rates:- 


Here are the federal tax rates when the NET ¢ taxable ESTATE 


does not exceed $100,000: 


' (a). For.a net estate of less than. $5,000, the rate is . 3% of 


— the’net estate. 


(b) Fora nal estate a $5, 000 and $10,000, the tax is 
‘(c) For a net estate between $10,000 and $20,000, the | tax 
(d).- For a net estate between $20,000 and $30, 000, the tax 


is s $1, 600 plus 14% of the excess over $20,000. — 
on So (e) ‘For a net estate between $30,000 and. $40,000, ‘the tax 
| is $3, 000 plus 18% of|the excess over $30,000. y 


(f) For a net’ estate between pire and $50,000, the. tax 


is s $4.2 800 0 pls 22% of the excess over $40,000 


I : 48 
. ‘ 


"FEDERAL TAX ON NET ESTATE ee Peak * in BO 
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i |  (g) . For ar t estate between $50,000 and $0,000. the tax : 
oy. ig $7,000 plus 25% of the excess over $50,000. So fee | 
tO ee Ge -.. (bh) Fora net estate between $60,000 and $100,000, the tax 2 ce 


Bes a os ew 
; 


oat —,  NEWYORKYAXONNET ESTATE = et Oe 


| a) i te oe he New York State tax rates on the Net ESTATE, after the = 8 * 


3”. applicable deductions and exemptions, are as follows; Eo dg 
| (a) Tf the -net estate does not exceed $2,000, there is no. \ . Se es 
estate tax, 6 Ss aut Et ee eee” 
oy S (b) TE the net estate is more than $2,000 and not more than w= = e 
mo St $50,000, the tax is 2% of the net estate. ae we Pee, 7 | 
ty (6) TE the net estate js more, than. $50,000 and not more { 
oy hm than $150,000, the tax is $1,000 plus 3% of the excess over $50,000. aS Be 
See Oe ge ee (d) If the net estate is more than $150,000 and not more sits 1. Yet, Oe ae 
. oe -. than $300,000, the tax is-$4,000 plus 4% of the excess over.$150,000. . . 
vote ethos. "Phen the tax rate continues to accelerate, _ ee 
ee 4 Example: Mrs. F, a widow, left. a gross estate of. '$9@,000 a 
-. to hethree daughters. The deduction for funeral and other allowable + 
"expenses was $10,000. At this point the gross estate was reduced'to 
.$70,000—both under New York law and under federallaw. =. |. | ” 
See _ “I. In New York, each daughter was allowed an exemption of © os ee, 
s+ $5,000. Hence the taxable estate in New York was $55,000 ($70,000-  —  .. _ 2) = 
a ee $15,000). According to the State tax schedule, line (c); the.tax was _ ar ee 
+ $1,000 plus 3% of $5,000—a total tax of $1,150. oe Sar eee oe ee ye nt | 
oT Let us now consider the federal tax. After the allowable = 7 - 
.. deductions, the estate was reduced to $70,000. The federal law allows woes 3 
“2: an exemption of $60,000 on the estate. This. leaves the net/taxable) Oe as, ts ss 
+. * amount of $10,000. In the federal tax schedule given: above, we _ ee oe ee 
. 3°. ° find that the federal estate tax on $10,000 is $500. - ee ee ee 
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ee _ L., Every newly appointed teacher files at the Teachers’ Retire- ge 
“ment Office a designation of beneficiary to ‘receive the death benefit = = - 

_ and the accumulated contributions in the event of his death before he __ ( _ 

becomes eligible to retire. The teacher is advised: to review his. / “9+ ° 

beneficiary designations periodically. A new designation should~ be: _ gee aes 


+ Aim 


. 4 1 * filled if the teacher’s marital status changes or if any other important ~ 9 ~ 
pe Change affecting his choice of beneficiary occurs. A later designation == a (se + 
a 82 8 of always supersedes an earlier one.- | BS ae 

-s 9. 48 oe ‘It is recommendéd that every teacher, who has completed \. 
teh of more years. of: city service, file Option” Tat the Retirement 

ee ee Office. He should keep Option I on file at the Retirement Office until =. . 
ee ee he applies for retirement. At that time, he may change Option IT se 

i ae 3) eto any other option or to retirement on maximum allowance. He} 
a ee oe ge ~, Should eccasionally review his designation of beneficiaries under the oe ee a a. Y 
ee en rn option. Whenever a situation arises which warrants a change of - ee tie 
beneficiary, the teacher should file a new Option I form. The latest =. se 
a” ee _ . Option I on file always supersedes those filed previously. oe a ee 

po 8 Af a teacher applies for service retirement under_an option . ge ae 

Se gate ta 7G other than Option I, it. is recommended that -he file his retirement - Ye. oe, o 
‘4° '*. application at, the Retirement Office not earlier than two. or. three ee 
a a? = _ business days before, the date of his retirement. If, however, a teacher | a oe a 
applies for service retirement under Option I, he may, withdut risk to~ ee or wo. 
os da himself or his beneficiaries, file his application at any time within i ae 
three months prior to the date of his retirement. It must be keptin 
hg” mind that the application for service retirement must reach the 2s oS 
4 | Retirement Office at least-one day before the date of retirement. = 
fo * "4. It. is advisable for every teacher with twenty or more years os 
1 |... > Of service to inquire, in writing, of the Teachers’ Retirement Office, === — ee 

| -> § <-> on what date he will become (or became) eligible for service retiree 89 | a fone eee 
oe eee ment and how much service he will: have (or had) completed prior =~ ot 
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a. ££ i that date. The wide should 1 retain the reply t this inquiry, in Bg 
we a: “his pension file. = oe 
| . we! 5. Every teacher is ais to > keep a. ‘well-organized pension file Tae 
: / f (or = containing the following documents: | rn? 
: pO a. Prior Service Qertificate. | ; | 
oe ok -..b, Annual statements of amount in bonis Savings Fuind. io 
= “+ @ Stubs of checks from Board of Education. es es 
EE gee od Copies of “Designation of Beneficiary,” “Option I” and : 
pe Be ll other official forms filed at the Retirement Office. . 
: - i | lok _- ¢. Communications from the Actuary or other. officials of 
BS -», “3. the Retirement System. | - 
= % : oa £ ‘Copies of letters sent by the teacher to. ‘the Retirement 
8 . Office, == ~ 
| - a, a 6. The following information should clearly indicated « on. - 
? an * Of pe the cover of the pension file: a a 
tos : 3 — a, Name of. teacher. 
| - wo k ntributor number _ . 
a ~~ Date of birth | =5 : 


oo ~ a. Date of odes to, = School Sytem 
-. @. Current home — oe _ #2 | | | 
 f, Current school | a | shri etC 


2, 7, The teacher is ‘advised ‘to lend his beneficiary or next of . 
kin where. ‘the. pension file ig located. The. beneficiary should be _ 
| cted ‘that, in the event of the teacher's death, the Retire- 
ment Office should -be notified to that effect in writing. The bene- . 
| ficiary will receive a Claimant’s Statement from the Retirement Office. ° 
. This statement, together with a transcript of the Death Certificate, 
— be filed. at the Retirement Office as-soon as possible. 
© 8, Every teacher should keep himself thoroughly informed abo abou 
~ latest developments i In pensions, social security and taxes so that “ed 


4 “ - may be in a position to make decisions which are in the best interest 
i of hitnself and his family. : 






















Coss AFINALNOTE =, | 
- s The teacher ies is eligible £ for service retirement should view’ 
pes with suspicion those pension services which state that the teacher: 






~<--can take his maximum retirement allowance. and yet provide for — 

| his family. a ' 

» Tf a teacher retires on maximum a upon his death | 

ss no payments can be made to anyone by the Retirement System. __ 
This teacher can » make —. for his family only through the 


; # 
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. sinechen of outside ineutince or the accumulation of savings, ential. 
funds or other investments. While any one or more of these alternatives 
may be worthy of-serious consideration by the younger teacher, they 
are generally unrealistic, and therefore unwise, for the teacher who | 
is approaching retirement. Can it be that some of those who recom-' 
‘mend that the teacher choose maximum retirement and provide for 
his family. through one of these -alternative plans : are chiefly inter-" 
ested i in selling insurance or securities? 
_ A teacher who needs help in solving his pension. problems will 
| * serve himself and his _— best by consulting a ——— — 


- Penéion scuthiority. 
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